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PREFACE. 



SO much literature has grown up in connexion with 
Joint-Stock Enterprise, especially since " The Com- 
panies Act of 1862" became law, that slight excuse is 
needed for introducing a further contribution to public 
notice. The aims of this differ, however, from those of 
most other books on the subject, which generally are from 
the pens of solicitors, law agents, accountants, share- 
brokers and dealers, law stationers, and others having a 
contingent interest in their own publications, whose pur- 
pose it is to " bring grist to their own mills" by saying a 
word to their readers, and at the same time judiciously 
advertising themselves ; whereas this is prompted by the 
observations of one who has not found The Companies 
Acts to bring the unalloyed happiness that some authors 
would have us believe. Most of those books are addressed 
to promoters, directors, secretaries and managers of com- 
panies, floated or to be floated, and also to the general 
body of investors, — this work seeks a like circulation. 

Some writers abridge the Acts, giving, in a more or less 
convenient and handy form, all details necessary for the 
starting and carrying on of companies ; others amplify the 
statutes by copious notes, particularising decisions which 
have arisen out of their administration before our courts 
of law, while a few offer their disinterested advice to private 
firms, and show how easy it is to approach the monied 
classes, and how readily capital may be raised, with certain 
success or slight risk, if the proprietors desire to turn their 
businesses into joint-stock companies. We have manuals, 
pocket editions and library volumes, all testifying to the 
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"livingpower'* which these statutes have become amongst us, 
but touching h'ghtly, if at all, on the anomalies and abuses 
that have accompanied their onward march. The time has 
arrived, however, to point out that The Companies Acts 
and their administration are not all they were intended to 
be, or should be ; that every year much of the country's 
capital, more especially that portion of it belonging to the 
poorer and middle classes, is recklessly and needlessly 
squandered by the slight protection afforded to would-be 
investors^ and how easy is their adaptation to the ends of 
scheming men who through these Acts are continually 
preying on the public. 

The method of this brief work, then, is, whilst detailing 
the main principles of Joint-Stock Enterprise, and specify- 
ing as concisely as possible the legitimate undertakings 
it lends itself to, and the capital therein employed, 
to show how advantage has been taken of the weak and 
unworkable points in the Acts to foist worthless schemes 
on the public which the slightest preliminary investi*- 
gation of their antecedents by a proper authority would 
have condemned, and how this blot on our commerce 
can be, not perhaps totally removed, but at least consider- 
ably minimised. Some suggestions are made in the last 
chapter, indicating the nature of the most pressing reforms 
that seem to be called for. 

It is hardly necessary to add that these pages are not 
directed ^7^^/;^^/ Joint-Stock Enterprise, the benefits of which 
are incalculable, — they do, however, seek to draw attention 
to the many questionable expedients employed under its 
sanction for asking the public to subscribe to worthless 
ventures as bond fide INVESTMENTS, and to promote bogus 
schemes^ intended mainly to transfer cash from the pockets 
of shareholders into those of promoters. If only a few 
solitary examples could be adduced of this corrupt mode 
of procedure, the infringement of the Acts would hardly 
call for notice ; but, when it is found that of all companies 
registered the most of them slide into obscurity, or are in 
liquidation within a year or so after their inception, and 
that not five in every hundred started turn out eventually 
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to be paying investments, these blots on a great system 
cannot be viewed merely as exceptions. 

It must not be supposed that the companies referred to 
in these pages are to be taken as " frightful examples." 
Prominence is their lot here because they first publicly 
made themselves prominent, and so are best known to 
general readers. Unfortunately details of the most glaring 
cases are seldom to be had. As soon as the piirposes for 
which they were called into existence are served, they are 
relegated to obscurity, and the hardships they bring are 
known chiefly by those classes unaccustomed to business, 
who, on discovering the imposture, with no one to take the 
initiative, must needs suner in silence, since they can see 
no remedy. 

This indiscriminate starting of companies, and the con- 
venient consciences of even respectable men who engage in 
or lend their names, thoughtlessly, perhaps, to such under- 
takings, seem to point to a very easy-going morality, 
when the collective sums of many individuals are in ques- 
tion, and has led a leading journal to remark that " a 
public company is a leap in the dark." That it should 
continue to be so surely does not follow, and, as this waste 
prevents the flow of capital into legitimate channels, how- 
ever unpalatable the statements here made may be to 
some, the sympathy and support of all those who have 
to do with the promotion of sound business ventures, 
whether to be w^orked by public companies or not, may be 
confidently relied on. 

London, August^ 1883, 
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CHAPTER I. 

INTRODUCTORY AND HISTORICAL. 
" It's 2i good vf'widi that blows nobody harm.^ 

TWENTY-ONE years have now elapsed since the 
passing of the Joint-Stock Companies Act of 1862, 
which gave so great an impetus to the formation of public 
and private companies, and in this year of its majority it is 
not unbecoming that we in some measure review its present 
aspects. There can be no question that the commercial 
position of our country has been immensely furthered by 
this and the kindred Acts which have since become law, — 
gigantic undertakings have been launched, schemes pro- 
pounded, and industries created that would never have 
grown up if dependent merely on the capital of a single 
individual ; but it is useful to inquire to what extent these 
statutes have accomplished what was expected of them, 
and at what expense the admitted benefits have been pur- 
chased. In other words, how far has the spirit of the Acts 
been adhered to 1 to what extent have they been legiti- 
mately used and in what way abused } and are the waste of 
resources, the perpetration of frauds, the wholesale robberies 
in promoting misleading schemes, which have unfortunately 
attended this class of enterprise, due to defects in the Acts, 
or in their administration, or are they wholly inseparable 
from the prosecution of such business ? A review of the 
different kinds of companies started with more or less 
definite objects, and an examination of some of the leading 
branches of trade which the joint-stock system more readily 
lends itself to, will enable us to learn much as to what is 
Its legitimate field and what is to be avoided. 

The joint-stock idea was not a new one, — it had been 
applied successfully for hundreds of years before 1862, and 
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the main object in framing the Companies Act of that 
year was the codification and amalgamation of about a 
dozen previous statutes into one compact whole, so as to 
embody, as far as might be, all the principles then recog- 
nised in one principal Act, and also to introduce more 
prominently the Limited Liability Clause. 

It would be beside the purpose we have in view to 
inquire whether the more desirable way for business to be 
carried on is by private firms or as joint-stock concerns. 
Each has its advantages ; and while, as a rule, businesses 
within the range of the means of a single capitalist will 
prove more remunerative than the same line of employ- 
ment when -taken up by a public company ; on the other 
hand, some schenxes can only be attempted by the latter 
method. Political economists have summed up for both 
sides somewhat in this way : — Private businesses are more 
economically managed, greater attention is paid to details, 
and small savings are effected, which would be overlooked 
in companies. Then there is the advantage of personal 
superintendence ; — men will work harder and spare no pains 
when their own interests are at stake, and so their trading 
is likely to be more remunerative. Public companies, on 
the other hand, are more lavish in their expenditure, and 
look at things in a broad way, not going much into details. 
In extensive companies, as in banks and railway com- 
panies, where many men are employed, everything is re- 
duced to system, and saving in time is effected by a great 
sub-division of labour. The employes, however, become 
mechanical in their movements, and where they have no 
direct interest in their employment, as they do have in 
the case of some co-operative associations, they are not so 
industrious as when under the eye of an employer who can 
advance them according to merit, and not on a definite 
system of rotation according to length of service. The 
business is often conducted by directors and officers who 
have only a small portion of their whole capital in the 
company, and the affairs are often left to men whose time 
may be spread over many similar concerns, in no one of 
which are their interests paramount. Again, the direction 
may be in the hands of those who have little business 
capacity, save for collecting their fees at each board 
meeting, or of others who have their own private business 
to look after besides. These disadvantages do not apply 
to the same extent to Private Companies, where there 
are only a few shareholders, who continue to take an active 
share in the trading, and have merely taken advantage of 
the Acts to limit their liabilities and set free some of their 
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capital for other purposes, or to preserve a portion in case 
of business misadventures. 

So long as a business continues to pay as a private 
concern it is generally kept so, and the public are seldom 
asked to become sharers in its prosperity. It is, as a rule, 
only when a man has the bulk of his means sunk in one 
venture and is dissatisfied with the return he is receiving 
that he talks about " introducing fresh capital to extend his 
operations," He charges a good round sum for the plant, 
and, somehow, the business as a public company seems 
very often not to do what was promised of it, accountants' 
reports and carefully tabulated statements anticipating a 
profit of 10 per cent, to 20 per cent, on the nominal capital 
notwithstanding ; nor does the issue of debentures bearing 
high rates of interest tend to make the machine run more 
smoothly. In such cases it is not uncharitable to assume 
that his business was getting into tender ground before 
outsiders were taken into the confidence of its proprietor. 
Many instances of this truth occur ; and at present it is 
noteworthy that many of our formerly most prosperous 
shipping firms, since they have been turned into limited 
companies, have failed to exhibit a continuance of their 
previous prosperity. Perhaps this state of things is hastened 
too by undue competition, as companies will often continue 
to cut down profits, and even at times work at a loss to 
get traffic, when private firms would take care always to 
leave some margin for profit or else retire for a time from 
the field. 

The History of joint-stock companies is easily traced. 
The earliest of these, — chiefly banks and mercantile trading 
corporations, — ^were incorporated by special Acts of Parlia- 
ment, royal charters, or letters patent, and many of them 
were most extravagant schemes. Some, like the East 
India Company, absorbed the usual functions of Govern- 
ment over the districts in which they traded, and had their 
own ships and armies. Quite recently a venture of the 
same scope has been incorporated, with a capital of 
;^2,ooo,ooo, for the promotion of trade in British North 
Borneo. Even in the early days of joint-stock undertak- 
ings a vast amount of speculation was carried on, showing 
that this is not a product of the nineteenth century. Not- 
ably in this connexion was the South Sea scheme, pro- 
moted in 171 1, with the view of restoring public credit and 
providing for the extinction of the National Debt, which 
at that time amounted to ;f 10,000,000,— only one-seventieth 
part of what it now is. In 1720 this debt had reached 
^31,000,000, and the South Sea Company offered to take 
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its burden upon themselves on being guaranteed 5 per 
cent, per annum for seven-and-a-half years, at the end of 
which period the Government could redeem it, a proposal 
which naturally met with strong opposition from the Bank* 
of England. However, by dint of bribery of high officials, 
Parliament accepted their offer on the 7th April, and 
the company's stock rose to £ll0 on the following day. 
It fluctuated, sometimes advancing and again receding by 
hundreds of pounds in a single day, until on 3rd June the 
price stood at ;f 750. When, by the action of the directors, 
the shares were suddenly put up to £\fiQO in August, and 
they as suddenly began to sell out, a panic seized on the 
holders of stock, so that a month later they were down to 
;^400, when speedily the whole bubble collapsed, ending in 
the ruination of many, the imprisonment of some of the 
directors and confiscation of their goods. At this time 
many other galnbling schemes were projected on the most 
shadowy grounds and for the most absurd ends. So little 
did the public in the height of the panic think of what was 
offered, that one company was started the object of which 
was not to be disclosed till after the capital was subscribed, 
unhappily a very ordinary occurrence nowadays. So 
great, too, was the general distress at this period that these 
fraudulent schemes had to be suppressed by Act of Parlia- 
ment, 1 2th July, 1720, a precaution that might in spirit be 
very well adopted at the present day. 

But it was reserved for the nineteenth century to develope 
the idea embodied in joint-stock trading, the true motive 
of which simply is the uniting of many small sums, belong- 
ing to individuals, into one large capital, and so accom- 
plishing some great undertaking that could not be carried 
through by a single capitalist During the earlier years of 
the present reign many Acts appeared on the statute-book 
for regulating the formation and carrying on of companies. 
So numerous were these, and so involved had they become, 
that it was deemed advisable to unite them all in one 
measure; and in 1862 royal assent was given to ''An Act 
for the Incorporation, Regulation and Winding up of Trading 
Companies and other Associations,' better known by its 
short title of " The Companies Act, 1862/' This has since 
been amended and added to by the Companies Act, 1867, 
the Stannaries Act of 1869, the Joint-Stock Arrangement 
Act of ^1870, and Acts in 1877, 1879, and 1880, besides 
some special statutes relating to railway and insurance 
companies. In perusing these statutes, one cannot fail to 
be impressed with the intricate manner in which they are 
prepared, combining a great grasp of first principles, with 
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much attention to details ; but, however careful in wording, 
they have proved open in practice to much misconstruction, 
and although they have doubtless given a lasting impetus 
to commerce in some directions, still they are liable to the 
most flagrant abuses. If ever the text, " God lias made 
man upright^ but he has sought out many inventions^' was 
applicable to human institutions, it is so to the deceits, 
impostures and downright robberies which have been per- 
petrated under the wing of these statutes. It is always 
easier to construct machinery than to say how it will work; 
but the prodigal waste and perversion of capital squandered 
under the Companies Acts, especially in forming small 
companies never meant to succeed further than to serve 
the personal ends of the promoters, can hardly be estimated 
by those who have not made special study of such cases. 
This should be apparent to all who look at the daily list of 
causes tried in the Courts of Chancery, a considerable pro- 
portion of which relate to the winding up of companies ; 
but no one can have any adequate idea of the wickedness 
men are capable of, where money is concerned^ until he 
makes a careful acquaintance with the propagation, short 
lives, lingering and at last miserable deaths of the greater 
number of those schemes which are foisted on the public 
at the rate of about three every working day. 



CHAPTER II. 

A CHAPTER OF DEFINITIONS. 

" Things are not always what they seem." 
" What's in a name ? " 

IT is usual, when writers aim at exactness, to define what 
meanings attach to the terms they employ. This is 
the more necessary, as the significations of words are con- 
stantly changing, and new attributes are taken up not to be 
found in ordinary dictionaries. Not being a metaphysical 
book, it is unnecessary to inquire here what a true defini- 
tion is, and whether it should "define things" or merely "the 
names of things*'; but it is always useful to discriminate 
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between the meaning a name usually bears, and what the 
writer intends it should be taken to denote for the par- 
ticular purposes of his discourse. Since the Companies 
Acts have been in operation, some new terms have come 
into existence and old ones have acquired fresh meanings ; 
so that an appeal to Johnson or Webster would be some- 
what misleading in considering their characteristics. 

What, then, is a Joint-Stock Company, and what a 
Limited Liability Company 1 Let us take the words 
of the Act itself, as Acts of Parliament are always so clear 
and so free from vagueness and ambiguity^ that those charged 
with their administration can seldom put more than one 
construction on them. " A Joint-stock Company {Section 
i8i of the Companies Act, 1862) shall be deemed to be a 
company having a permanent paid-up or nominal capital 
of fixed amount divided into shares also of fixed amount, 
or held and transferable as stock, or divided and held 
partly in one way and partly in another, and formed on 
the principle of having for its members the holders of 
shares in such capital or the holders of such stock and no 
other persons, and such company when registered with 
limited liability under this Act shall be deemed to be a 
company limited by shares." This is so expressive in 
itself that any attempt to elaborate it here would only lead 
to confusion, especially as the different kinds of ventures 
laying claim to those titles are fully referred to in another 
place. 

The principal parties who are engaged in or carry on 
the business of a company, from its first inception to its 
close, are termed promoters, syndicates, vendors, directors, 
subscribers (also called shareholders, members, and, in 
extreme cases, contributories), secretaries, accountants^ 
wreckers, and liquidators, whose duties and positions will 
next be indicated. A difficulty has arisen in explaining 
these terms, so as to convey the clearest import of their 
actual meaning at the present time. Old-fashioned defini- 
tions of them would only mislead, as they only apply to 
dhovit five per cent, of the persons who follow some of these 
avocations ; so that, out of every hundred, ninety-five ex- 
ceptions would have to be provided for that could not 
honestly be included in the main definition. This being 
the case, it will be less confusing and more economical to 
let the definitions apply only to these exceptions, and trust 
to the discernment of readers to find out the cases where 
they fail of application. 

A Promoter is " one who takes upon himself the onus 
of bringing vendors, directors, and shareholders together." 



A Chapter of Definitions. 7 

He must first discover something to promote, a nucleus 
round which his endeavours are to centre. In this he gets 
material assistance from the vendors and directors, many 
of the latter being his own creatures ; but, although the 
terms " vendor " and " director " are not synonymous with 
promoter, they often co-exist. As all inventions pre- 
suppose an inventor, so all joint-stock companies pre- 
suppose a promoter. He is generally a hard-worked but 
not ill-paid member of society, and, although not always 
successful in his endeavours, he is not supposed to " stick 
at trifles," if they cross his path while in the prosecution 
of his labours. What the Times once said of him, — ^** The 
professional promoter is the pest of society, the directors 
are his nominees, and come forward for a sufficient 
money consideration," — must needs be taken with some 
limitations. 

It is difficult to trace the derivation of " SYNDICATE." 
Some are of opinion that the first syllable is a corruption 
of the common English word ^* sin" ; but, as no connexion 
can exist between that quality and those who form the 
body indicated in the whole term, this view is now gene- 
rally disregarded. Its meaning, for our purpose, is, how- 
ever, clearer than the origin of the word itself It simply 
denotes " a community of persons associated for certain or 
uncertain purposes." It may be for the promotion of 
undertakings in which they hope to secure large profits if 
successful in getting the public to subscribe the respective 
capitals for their companies, in which case they act as a 
band of promoters. It may be for depressing or inflating 
the prices of shares or stocks to throw them eventually 
on the market or keep it bare, or, perchance, to create 
fictitious prices for worthless scrip, which, after selling, 
they allow to drop. Syndicates are artificial growths to 
promote at short notice what would either not be brought 
about at all in a natural way, or only very gradually. 
Syndicates themselves are often formed on the joint-stock 
principle, and registered as parent companies for the pur- 
pose of initiating other companies as offshoots. The 
shares are generally in few hands, one object of this being 
to obtain comparative secrecy in the movements of the 
body, and also large profits to be divided over few holders 
of shares. A syndicate, therefore, is, in all cases, a kind 
of monopoly or ring, which ** stands to lose little and gain 
much." 

A Vendor is " one who buys something in the cheapest 
market and sells something or nothing in the dearest." 
He may either be his own promoter, or have a separate 
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existence apart from that functionary, and, as, with the 
assistance of his coadjutor, he can often make his own 
market, the position is a lucrative one. He stipulates that 
the price of what he vends shall be paid in cash and shares ; 
and, as this presumes a buyer, a joint-stock company is 
provided to furnish this party to the transaction. He sells 
what it does nof pay him to retain, for a cash sum more 
than it is worth to him ; and, as magnanimity is his pre- 
vailing feature, being already perfectly satisfied, he can 
afford to show his confidence in the ultimate success of the 
venture by stipulating to take a further portion of pur- 
chase-money in shares of the company, thus in some slight 
measure loading the capital account if by accident the 
thing eventually turns out to be of some value, but losing 
nothing if it " goes to the wall." His main endeavour seems 
to aim at crippling the company at the outset, and in this 
he generally attains a decided amount of success. 

The position of a DIRECTOR is primarily "to confirm all 
arrangements entered into by the promoter and vendor." 
He must be pliable, conscientious, and painstaking to a 
degree in his endeavours to see that only schemes pro- 
mising high dividends are offered to the public ; and, as 
his responsibilities are great, so is his position an honour- 
able one. He need not necessarily be acquainted with the 
business in question, — indeed, his main qualifications are an 
absence of special knowledge of anything in particular. 
This produces a certain versatility, and so it is not unusual 
for one person to be a director of twelve distinct companies, 
each carrying on a different business from the other eleven. 
It is presumed in the statutes that a director acts in the 
interests of the shareholders, and his election has to be 
confirmed by them. It is only in very extreme instances 
that this position is reversed, obliging them to ask to be 
protected from him in place of leaning on him for pro- 
tection. He can, on the shortest notice, cut short his 
responsibility for his own or co-directors* misdeeds when 
certain revelations of non-success are mooted, by a prompt 
resignation of his post, and his unselfish and meritorious 
actions thus escape public recognition. This has been 
called " courting the fullest inquiry." 

The qualifications for the post of SECRETARY are 
*' ability to write a good bold hand, to be bland on stated 
occasions when shareholders, who have not paid up their 
shares in full, need to be conciliated, and defiant when 
they have paid the full amount of their shares." He must 
be able to answer all verbal inquiries in such a way that, 
whilst appearing to enter into details, he at the same time 
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afifords no positive information, and be well qualified to 
write consolatory but evasive letters to shareholders who 
^show anxiety about the company's business. Respect- 
ability and plausibility are the only other necessary abilities 
he needs to possess. 

The duties of a Member or Shareholder are com- 
paratively light, being merely " to supply the funds re- 
quired for promotion money, purchase of the vendor's 
rights, and the wherewithal to support the directors and 
staff," what remains being applicable to the other purposes 
for which the company exists. These disbursements come 
out of a general fund called the "capital of the company," 
the greater amount of which it was the shareholders' pri- 
vilege to supply. 

The Accountant is a public official appointed yearly 
by the company, at a small salary, " to examine the -state- 
ment of assets and liabilities when prepared, compare them 
with the vouchers, and find them correct." It is wrong to 
suppose that it is any part of his duty to dive into the 
intricacies and involvements of the company's transactions, 
and make himself responsible for the acts of the other 
officials in the business, his concern being mainly with 
what is laid before him. 

Wreckers we would rather not define, as they were not 
premeditated in the Act of Parliament, but have attached 
themselves to its operations as a kind of fungus growth. 
They may be best judged by their doings, and these are 
incidentally referred to at the end of the next chapter. 

The Liquidator fills a thankless position, usually with 
more grace than agility. He is called in when the com- 
pany has reached the closing stage of its career, and then 
supersedes the directors in the eye of the law, carrying on 
or settling affairs for the supposed benefit of the company's 
contributories. Sometimes there is not much left for him 
to settle, but he applies himself diligently to his duties, 
" makes the best of a bad job," and contrives that what 
little there is shall keep the concern running as long as 
possible. 

It will be prudent to assume that most readers are 
acquainted with the remaining technical terms, especially 
where they are not words of recent introduction, as, 
although the significations of some have become somewhat 
obscured, others are comparatively unchanged : e.g., an 
Act of Parliament is simply an Act of the Legislature, 
and must be adhered to until repealed or amended, no 
matter though some individual members of the House of 
Commons may say, as they affirmed of the Metropolitan 



lO Public Companies. 

Railway Ventilation Act, that it was " smuggled through 
committee." Although Acts of Parliament do not always 
accomplish their purposes, whether in assisting or pre- 
venting certain desirable or undesirable objects, and 
vehicles are said, metaphorically, to be driven through 
them, it must be remembered that this was not the purpose 
for which they were originally framed. They are passed 
to compel adherence to a certain course ; but, owing to 
man's ingenuity, he often attempts to circumvent their 
intentions. The Joint-Stock Companies Acts are not ex- 
ceptional in this respect, and whilst they assist in the pro- 
motion of sound undertakings, they also fail entirely to 
prevent, if they do not by the extreme ease of their 
adoption connive at, the starting of unsound ones. 

Much confusion has arisen in the terms DEBTOR and 
Creditor. Now, however apparent at first sight, we are 
not always to consider a debtor as an ill-used individual, 
with serious grievances to be redressed, and the unfor- 
tunate victim of circumstances brought about by certain 
persons called creditors, who persecute him for the sole 
reason that they are better off than he is. Nor is it wise 
unreservedly to believe that the opprobrious epithet of 
creditor is always deserved by the harsh men and women 
who stand in that position to the debtor, although the 
workings of our Bankruptcy Laws show that of the two 
positions that of the debtor is not the least enviable, the 
term being an honourable one, and not necessarily imply- 
ing that he is needy, nor is it derogatory to his social 
status. It will, perhaps, be more charitable to assume that 
our new Bankruptcy Laws will restore the terms to their 
original meanings. 

Having now paved the way for the further consideration 
of our subject, let us see in the next chapter how the com- 
bined forces just defined are set to work, and what they 
succeed in producing. 
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CHAPTER III. 

COMPANIES FROM THE CRADLE TO THE GRAVE. — 

FIRST DIVISION. 

" They have their exits and their entrances." 

THE initiatory steps in the formation of a company 
are very easy of application ; and in this respect 
the Acts have evidently proceeded on the assumption that 
" man is perfect/' in which case it would have been unwise 
in the Legislature to allow any preliminary restrictions to 
prevent the " attainment of happiness " in whichever way 
it was thought to be best assured, especially if, in aiming 
at his own happiness, the promoter undertook to shower 
blessings on his fellow-mortals in the shape of handsome 
dividends at regular periods. The principal Act of 1862 
is divided into nine parts, and in all of these, relating to the 
constitution and incorporation, registration, &c., of com- 
panies and associations, this charitable assumption prevails. 
It is not till we reach the sections which treat of winding 
up that we see foreshadowed, as it were, a doubt as to the 
infallibility of man. It is only fair, however, to assume 
that our legislators of that period did not foresee that this 
winding up should become the regular occurrence it has 
turned out to be, but only prescribed for it as an occasional 
calamity^ to be provided against in case of need. Of course, 
with certain limitations, every man is allowed to interpret 
an Act of Parliament as he thinks proper; but unfor- 
tunately many have only seen in these statutes an oppor- 
tunity of defrauding their fellows, and have mistaken the 
permissive clauses relating to winding up as compulsory y to 
judge, at least, by their endeavours to reach this stage with 
such undue haste. Be this as it may, it is a disgrace to the 
whole system that, of all public companies registered, not one 
out of twenty settles down as a stable concern ; many never 
reach the allotment stage ; some allot their shares, but, for 
certain occult reasons, never commence business ; fifty per 
cent, are fit to be wound up within a year of their forma- 
tion, and the remainder drag a lingering existence for an 
indefinite time, without accomplishing anything save the 
expenditure of their capital. 

Much weighty literature has been offered to the public 
to assist in the interpretation of the statutes, and it is from 
a study.of some of these books, of the Acts themselves, 
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and from Parliamentary returns, that you are now given 
some hints on how to set to work to start a joint-stock 
company. However, it must be understood that good and 
bad, companies with real and companies with imaginary 
objects have to observe the same rules ; and, as under these 
regulations the means are the same, no matter how diverse 
the ends, eveiy one must apply the description as his 
experience best suggests. 

FIRST, then, it is necessary for sevm or more persons, 
^^ associated for any lawful purpose" — everything is lawful 
at this stage, — to meet, talk things over, and subscribe their 
names to what is called a Memorandum of Association. 
These persons form the nucleus of the capitalists who are 
presently to be attracted to join in the venture. As a 
matter of fact, however, these embryo members of the com- 
pany are not, strictly speaking, CAPITALISTS, but more 
generally clerks to the solicitors or promoters of the com- 
pany, and subscribe their names for one share each. This 
is the first stage of evasion we nieet with in the application 
of the Act. The original intention was that seven persons 
should say : " We believe in the statements of this pro- 
spectus to such an extent that we subscribe to this com- 
pany the sums set against our names." The stipulation 
was to show the public at large who the promoters and 
directors were, and what their interest was in the under- 
taking ; but, by a legal fiction^ the clause has been so inter- 
preted, that only one share ^ as a rule, is set against each 

name. This Memorandum of Association shows : — 

1. The name of the company. 

2. The situation of the registered office. 

3. The objects for which the company is established. 

4. The liability of its members. 

5. The nominal capital and value of the shares into 
which it is divided. 

As " the name of the company^' must not be the same as 
that of any other in existence, great scope is given to wily 
imaginations to bring out something very striking. Gene- 
rally it is found that common-place titles belong to bond- 
fide companies, with tangible objects, whilst the high- 
sounding names are monopolised by those which have 
little else to recommend them. " The situation of t/ie 
registered office" as in England, or Scotland, or Ireland, 
is easily settled. The actual office may commonly be 
found by consulting a name-plate in the neighbourhood 
where companies " do most abound," and there it will be 
discovered at the foot of a long list of similar concerns, 
sharing the temporary shelter affi^rded to it while in this 
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preliminary stage by the accommodating secretary of 
various other schemes. "A fellow-feeling makes" these 
companies " wondrous kind." Perhaps " the objects for 
which the company is established'' is the most inviting por- 
tion of the memorandum. The field is a wide one, and a 
glance at a Post-office Directory or trade list will show 
you that these " objects " comprise everything we can know 
or think of, and very much also that is unthinkable and 
unknowable. There are agricultural purposes to be served, 
and so we have projects relating to the acquisition and 
working of lands, as cattle ranches, &c. ; chambers, too, of 
commerce and of agriculture in all their branches, which, 
however, are not associations for profit. Human wants 
must be catered for, giving rise to aerated bread com- 
panies, tea and coffee taverns and companies, fish-supply 
associations, civil service and other co-operative stores ; 
and when those desires cease, there are joint-stock ceme- 
teries, where we may peacefully rest from all our financial 
troubles. Colonisation associations are formed for the 
civilising of mankind ; docks for our shipping ; gas, electric 
light, and water companies for our houses, which themselves 
are thrown up wholesale by joint-stock building and free- 
hold land societies. Then there are guarantee associations, 
and other assurances for yourself and all in whom you 
choose to take an interest ; loan and trust companies, and 
mortgage associations ad injinitum ; telegraph and parcels- 
delivery companies, manufacturing companies for every- 
thing you can imagine, and more. The wood pavement 
and asphalt we walk upon or slip over ; the tramcars, 
busses, and railways that take us to and from our places of 
business, and steamships that ply on our rivers and seas,— 
all are found room for in this category. Hotels and taverns 
"for shelter of man and beast"; breweries and distilleries 
for those of pronounced tastes, and milk, zoedone, and 
other manufactories for those who prefer less stimulating 
beverages. Nor are amusements forgotten : we had our 
skating-rinks, and have our aquariums and palaces. Mines 
also find an important place in the lists, situated, some of 
them, in such remote districts that their exact whereabouts 
are not always known. Rent guarantee societies exist, to 
which all should belong ; and, as an instance of " wheels 
within wheels," we have joint-stock companies framed for 
starting other joint-stock companies. If anything for- 
tunately remains over after investing in all these under- 
takings, there remain to be mentioned our banks, where 
the cash may be deposited, and the National Safe Deposit 
Company, who will take care of the securities. Nothing is 
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too insignificant, nothing too vast for the range of these 
enterprises. Many of them resemble the Nasmyth hammer 
in the breadth of their capabilities, the comparison only 
failing in that, when the hypothetical nut is broken, the 
still more hypothetical kernel is found to be gone. Each 
company must define the exact field of its intended ope- 
rations, and great care must be taken that all the objects 
are stated, and the powers wanted are here described, as, 
after the company is once registered, no alteration can be 
made with regard to this part of the document. It is usual, 
hbwever, to conclude with the words : " And the doing of 
all other things as are incidental or conducive to the attain- 
ment of the above objects," which leaves ample margin for 
contingencies. Let us now pass on to the fourth item, " the 
liability of its members '\' and where, in joint-stock com- 
panies, there is so much that is problematical, it is refresh- 
ing to find something which may generally be relied on as 
certain^ and that is the matter of liability. In 1856 the 
principle of "limited liability" was first provided for, and 
by it, as before mentioned, the members are liable only to 
the extent of the money amount of their shares. The word 
^limited'' must be added after the name of any company 
so registered. Besides companies " limited by shares," there 
are some " limited by guarantee," in which case the mem- 
bers subscribe after their names the amounts they respec- 
tively guarantee to meet the company's liabilities. There 
are also unlimited companies, which now, however, are not 
at all common. The last point to be noticed with regard 
to the memorandum of association is " the nominal capital^ 
and the number and value of the shares into which it is 
divided^ This nominal capital is often stated at fabulous 
amounts, and is no criterion either to what the first issue 
may be, or what is likely to be subscribed. In the sum- 
mary at the end of the last Parliamentary return, showing 
the capital of the companies formed since the year 1862, 
an asterisk against the year 1869 carries the eye to a foot- 
note, which natvely reads thus: — "/« this year (1869) 
a company was registered with a nominal capital of 
;^ioo,ooo,ooo (one hundred million pounds sterling), but 
its paid-up capital appears never to have exceeded ;f 200." 
The facilities for registration could no further go ; and 
although freedom is a grand thing, and is a privilege that 
all British subjects are supposed to inherit as a birthright, 
it should never degenerate into licence like this ; and here 
is the great mistake in joint-stock registration. It would 
be well if, instead of making such careful regulations for 
winding up (which are of slight interest, if not a gratuitous 
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insult to the public, once their money is in other pockets), 
some slight inquiries were made at the very beginning of 
such undertakings ; then there would be some kind of 
protection and guarantee that fair dealing would follow. 
At present no such protection exists; but, on the other 
hand, everything is so easy of accomplishment, and the 
forms prescribed are so readily adhered to, that there is a 
distinct bait held out to the fraudulent to thrust their 
money-making plots on the people. The registration of 
companies is followed out on the same plan as the granting 
of patents. Anything can be patented if the fees are paid. 
No examination is made as to whether the idea is new or 
old ; those whose existing patents it conflicts with are left 
to fight the matter out in the law courts. 

After the memorandum of association has been im- 
pressed with a IDS. stamp, and a fee stamp of from £2 to 
;f SO, according to the amount of capital, a certificate of 
registration is granted by the registrar that the company 
has been duly ^^ incorporated under the Companies Acts ^ 1862 
to 1880." The forms in this first step of the career of all 
kinds of joint-stock .companies are much alike, the ipain 
difference being that, in companies " limited by guarantee " 
and with " unlimited liability," articles of association must 
accompany the memorandum of association, while in 
limited liability concerns, which for general purposes are 
now practically in possession of the field, it is optional 
whether these be lodged or not, as there is a form A ap- 
pended to the Act, which is always taken as their articles 
of association, if no special articles are attached. But, as a 
matter of practice, many limited companies now prepare 
their own articles. These ARTICLES OF ASSOCIATION are 
simply the rules which the particular companies adopt, and 
they regulate their management; they treat of issue of shares, 
calls, transfers, transmissions, and forfeitures, conversion of 
shares into stock, increase in capital, general (/.^., ordinary) 
and extraordinary meetings, votes of members, proxies, 
remuneration, powers, disqualification and rotation of di- 
rectors, dividends, when they are fortunate in having any, 
notices of meeting, and auditing of accounts and balance- 
sheets. If any alterations in these articles require to be 
- made, this can always be effected by passing special resolu- 
tions, which must also be lodged with the registrar. 

SECOND. — It may be premised now that the memo- 
randum of association has been duly registered, and 
Directors named by the subscribers, — for they are held 
in law to be the directors until they appoint others. It is 
advisable at the start to try and enlist the services of a 
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man who is already on the board of a company of good 
standing, which has either promised great things, or, 
better still, performed them. He will be made chairman, 
and if he happens to be an Earl, or Sir Somebody, this is 
all in favour of the new enterprise. If a Right Honour- 
able, a Mayor, a Justice of the Peace, C.B., C.E., F.R.S., 
or any other combination of initials can be got, by all 
means secure his services, but do not overlook the neces- 
sity of attracting a Captain to the board. It is not- 
always considered necessary to mention whether he be a 
naval or military officer, or whether the title has been 
assumed by reason of his serving with the home forces, or 
with those of foreign potentates, — enough, if he be pos- 
sessed of the rank, however he may have won it. His 
qualifications for handling a ship, or directing a body of 
troops, are not likely to be brought into requisition ; but 
the mere habit of " commanding " necessarily fits him to 
be the custodian of financial trusts, and the guardian of 
public business pursuits. A Colonel or Major-General is 
also considered eligible for vacant posts. Plain Esquires, 
however, are sometimes given a place, as a sort of 
padding for the prospectus. Generally they are the solid 
men who do the work ; the others are oftener ornamental 
names to attract the unwary, and are promising features 
in the raising of the capital, if only the other tit-bits of 
the prospectus can be arranged with equal tact. The 
great drawback in seeing a list of directors is that the 
public have no kind of guarantee that they have examined 
into and believe in the statements which follow their names. 
Directors very often blindly confide in the promoters, 
and, being assured of comfortable fees, and told that all 
the thinking-out of the intricate problems have been well 
considered and matured beforehand, they settle down 
quite placidly and wait events. Even well-known and 
well-meaning men, whose personal characters are above 
suspicion, lend their names and influence to undertakings 
of a very questionable nature. On Mr. A. hearing that 
Mr. So-and-so has joined the board, he thinks that it 
must be all in order ; whereas Mr. So-and-so has con- 
sented to take the position on being informed that Mr. A. 
is ready to connect himself with the promising scheme. 
When they find out their mistake the damage, so far as the 
public are concerned, is irreparably done ; and carelessness 
in a thing of this sort is almost as culpable as bad intention. 
Some men are much sought after as directors, and we 
need only mention the names of Sir Henry Tyler as the 
director of nine companies, and the Hon. Cecil Raikes as 
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the director of an equal number, to show that many there 
are who make it an important part of their daily business. 
We do not mean it to be inferred that those gentlemen 
may not be able to do as much for each of their com- 
panies as many others who have only one or two to serve 
can impart to theirs, there being so great a difference in 
the energies and capacities of individual men ; but it is 
evident that^ although directors can easily draw their 
emoluments from all the companies, they cannot do justice 
to the whole of tftem^ by giving anything more than their 
names and a mere superficial service in return for their 
fees. By reference to the "Directory of Directors^' for 1883, 
it will be seen that the names of those who are on the 
directorates of six different undertakings are exceedingly 
numerous. One gentleman devotes his energies to sixteen 
companies, another to fifteen; five afford their advice to 
fourteen, and other five to twelve ; while six look after 
the affairs of eleven distinct concerns. Thirteen names 
appear each to be connected with the affairs of ten; 
fifteen have their attention directed towards nine; no 
fewer than twenty-eight partake in the duties of supervising 
eight distinct schemes, and as many as fifty-two hard-work- 
ing and devoted servants must regularly attend the board 
meetings of seven different associations. We are firmly of 
opinion that when one man is a director of more than half 
a dozen companies, and that, too, in addition to attending 
to his own ordinary avocations, Parliament should step in 
and prevent his time being so much encroached upon, — to 
do so would be charitable to the man, and justice to the 
undertakings he is supposed to serve so diligently. 

THIRD. — Now, having reached this stage of their pro- 
ceedings with closed doors, the next thing for the 
promoters to do is to lay their scheme before the public in 
as attractive a form as possible in the shape of a PRO- 
SPECTUS. It generally commences by inviting subscrip- 
tions, says when the list will "open and close" for 
" London and the country." Then comes the name of the 
company in large letters, followed by the clause : " Incor- 
porated tinder the Companies Acts, 1862 to 1880, zvhereby the 
liability of shareholders is limited to the amount of their 
sltaresy The capital is next stated, and whether the 
shares are ;^ 100, ;^ 50, ;^ 10,;^ 5, or;^i, also when the calls 
are payable. In sound undertakings calls are generally 
spread over a considerable period, and the capital called 
up as the requirements of the business demand it ; in 
others, the main object being the getting in of subscrip- 
tions, it is called up with all speed,— but all allow interest 
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if the shares are fully paid up at once. The £ i share is 
very popular nowadays, especially in companies whose 
motives are not the purest, because it attracts the savings 
of small investors. After this the list of directors is given, 
and often you will find the names of one or two ^^wtio will 
join the board after allotment of shares^' as if they were 
" fighting shy " of the duties, and would only confer a 
favour upon shareholders by coming forward through 
pressure at the last moment. The bankers, brokers, 
solicitors, auditors, manager, engineer, and secretary are 
next stated, and, last of all, the offices of the company. 
All this is generally spread over the first sheet of the 
paper. Then comes the memorandum of association 
before referred to; and next, the real PROSPECTUS 
(although the name is generally applied to the whole 
document), which gives a theoretical view of the prospects 
of the association, what it is intended to do, and what to 
avoid, how much superior it is likely to prove to all 
ventures of a similar kind, and details of its prospects and 
probable dividends, which, by the way, are seldom under- 
stated. If other undertakings of a like nature have paid 
good dividends, and their shares are quoted at a premium, 
this is not overlooked, but paraded as good reason why 
this particular investment should be a desirable one. All 
agreements entered into must be stated on the prospectus. 
These are generally two in number : — First, between the 
patentee of an invention, the owner of a business, or 
somebody else, and a promoter; and, secondly,- between 
the latter and the secretary to the company. A clause is 
inserted that these agreements may be inspected at the 
company's offices. Now, although these agreements are 
assumed to be all above board, they invariably omit one 
very desirable item of information, and that is, what the 
promoter has paid originally for a something for which 
the company will be asked in the most unblushing manner 
to hand over £^Ofyoo or ;g' 100,000. Probably, if this 
information were forthcoming, it would be found that a 
mere nominal sum was paid, or an amount not yet fixed, 
but contingent on the floating of the concern ; and, as 
often the main object is to get this money together, some 
inquiry should be made on this all-important point before 
the Governmental authorities allow registration. It is all 
very well to say to the public : " You can see these agree- 
ments, and whatever you subscribe you do it in open day- 
light, nothing is under hand "; *t)ut a stringent preliminary 
examination should take place, to see that other agree- 
ments, or persons who are working the affair, are not kept 
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in the background. No one who buys a property at one 
price should be allowed to palm it off on the public at 
another, unless he states clearly and without reservation 
what are his interests and what benefits he derives from 
it, also what brokerage and commission is charged for 
promoting ; for, as those who take the shares have ulti- 
mately to defray these charges, they should be made aware 
of their full extent. 

FOURTH. — The prospectus being now ready, the 
public can be got at in different ways. Sometimes the 
plan is resorted to of sending it marked " Private and con-' 

fidentialy^ and offering the shares at par. This is " the 
confidence trickl' pure and simple, the impression to be 
conveyed to the mind of the receiver being that, as a 
special favour, he is assured priority of allotment; but that, 
should he fail to subscribe by a certain date, when the 
business will be published,, then he must take his chance 
along with the general public, and that this is an oppor- 
tunity that very seldom occurs. You are, perhaps, 
appealed to as a personal friend ; but your name and 
address are either culled from directories, or from lists 

.prepared by share and advertising brokers, who call at 
the offices of other companies and get the names and 
addresses of investors (for any one can inspect the list of 
subscribers for a small fee). These gentlemen have stock 
lists of addresses they supply at so much per hundred, and 
all householders and shareholders, as well as postmen, know 
the influx of prospectuses when a floating mania is on. 
The brokers or solicitors occasionally issue with the pro- 
spectus a notice telling you that the shares are either at so 
much premium already, or are sure to go over par as soon 
as the scheme is advertised, — they generally get a com- 
mission on every share they place as promotion money, 
and this item eventually comes out of the pockets of share- 
holders'themselves,the capital being reduced by that amount. 
 The " getting up " of a prospectus is quite a work of 
art, and in most cases, where it is at all reliable, is also 
sure to be misleading,— some things are suppressed, and 
others overstated. Where it could be done in a few 
words, observations on each point raised in this chapter 
have been made as it came up ; but the preparation of the 
prospectus is such an arduous undertaking, and so much 
depends on it for attracting subscriptions, that a chapter 
on " word painting " has been specially devoted to it, and 
the other baits held out aire so plausible and well-con- 
cealed, that they have been treated of separately, under 
the heading, " Baits for the Unwary," 

C 2 
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CHAPTER IV. 

COMPANIES FROM THE CRADLE TO THE GRAVE. — 

SECOND DIVISION. 

" Last scene of all, that ends this strange eventful history." 

WE will suppose that all the preliminaries have now 
been arranged, that striking advertisements had 
brought in numerous applications, that the shares have 
been duly allotted and the company fairly floated, and are 
now in a position to see what the next moves lead to. It 
would be wearisome to wade through all the intricacies of 
the rules that govern the future well-being or ill-being of 
the vessel which has just been launched, and trying to the 
patience of those who have followed the thread of the 
story thus far ; but some few indications of its probable 
career must be given. 

FIFTH. — The management and administration, so far 
as directions on paper go, are well provided for. Minutes 
of board meetings have to be carefully preserved, and the 
first Official Meeting of the concern must take place 
within four months from the date of allotment and every 
year afterwards. This first meeting is often considered by 
the board to be a frivolous freak and hardship imposed by 
the Act for the purpose of troubling directors, and not, as 
it is meant to be taken, a safeguard to shareholders. The 
chairman's speech on the occasion, given in an aggrieved 
tone, commonly takes this form : — ^** Well, gentlemen, this 
is the statutory meeting, which we are bound to hold. 
Why it has been appointed I don^t know, only Government 
says it must be held, and so we are here to meet you. We 
went to allotment on the 21st January and our shares were 
all well taken up and are firmly held. Everything is going 
on as well as can be expected, and we hope before another 
year comes round to have something more to say to you. 
I haven't anything particular to mention now, — this, you 
understand, is merely a formal meeting appointed by the 
Act ; — ^but if any gentleman has questions to ask I shall 
be glad to give him all the information I can," which, to 
judge by his remarks, will not amount to much. 

If any member fails to pay up his calls at stated times, 
his shares are liable to be forfeited ; but his responsibility 
for full payment remains, even if his refusal arises from 
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apparent fraud on the part of the projectors of the scheme. 
The company, too, can fight the members with their own 
funds, which gives directors a certain leverage not possessed 
by the members for fighting them. 

Banking and insurance companies, deposit, provident, 
and benefit societies, have to make out h'sts of assets and 
liabilities and suspend them in their offices on the first 
Monday of February in each year, and this is the time 
when many other companies elect to have their annual 
meetings. 

The regulations of a company can be altered by special 
resolution passed by three-fourths of its members at a 
general meeting, who may vote either personally or by 
proxy. The proxy rule often proves a very bad one, — it 
puts too much power in the hands of directory, or persons 
with a purpose of their own to serve, and interferes seriously 
with freedom of action on the part of those who attend the 
meetings. Directors and others circularise shareholders 
who live at a distance, and ask for their proxies to be used 
by them at the meeting, which puts those who take so 
much interest in the affairs of the company as to attend 
and discuss matters at a decided disadvantage. No matter 
what turn the discussion takes, if, on a show of hands, the 
decision goes against those holding these papers, they 
demand a poll and use the speechless proxies of share- 
holders who never heard the question discussed and probably 
know nothing of its merits, to drown the pronounced voice of 
the meeting. This was instanced not long ago, when, at a 
meeting of the Brush Light Company, the mismanagement 
of the directors was so patent to those present that a 
resolution was come to by a show of hands to appoint a 
committee of the shareholders to inquire into its affairs, 
which resolution the then chairman would not declare to be 
carried, but demanded a poll, adjourned the meeting, and 
used up the proxies, wjith the usual result. We should 
recommend voting on all important matters to be managed 
the same as at a general election, in person, and not by 
proxy ; and although this might be construed into a hard- 
ship by those living too far away to attend, the fact of their 
absence should not be permitted to negative the result of a 
free discussion deliberately arrived at. It is a shameful law 
that allows the shareholders who have the courage to come 
to these meetings, many of whom travel long distances at 
considerable expense and personal inconvenience, to find 
that when they come to a conclusion its effect is nullified, 
because absentees have bartered away their votes to those 
who are not always too careful to make a proper use of them. 
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The publicity of a company's affairs, so far as the Act 
can prescribe^ is also carefully provided for. Any member 
can see the list of other members and make application at 
the office for any information he stands in need of, and 
outsiders may even obtain this convenience for a small fee ; 
but these facilities, like many others, only exist in name. 
If any real information is wanted by a shareholder his path 
is notJ.'^rewn with roses." He may enter an office tastefully 
-decorated with part of his own money, see a roaring fire, 
witness rows of officials seated on high stools, who, if they 
at length deign to throw off the all-absorbing influence of 
their daily sporting papers, feel rather piqued if you ask 
them " leading questions " concerning the status of the 
company, how trade is being pushed, and what prospects 
there are of early dividends. The idea of dividends is 
rather an amusing one, and the other particulars are only 
known to the secretary or the managing director, both of 
which officials happen to be out at the moment or are 
deeply engaged. " Would you mind looking in again ? " 
If the concern be a flourishing one, of course these 
inquiries either do not require to be made, or, when 
made, are met promptly with copious explanations 
from a bland secretary, who is never so busily occupied 
that he cannot spare a moment to see you. There 
" all goes merry as a marriage bell," and the Com- 
panies Acts are found to work smoothly. Alas, how few 
there are which go on in this way ! Only a very small 
minority ! What of the majority } 

SIXTH. — This brings us to the last act,— the WINDING 
Up, of which there are three different forms. The first 
variety is the winding up by tlie courts which may take place 

I. If the company has passed a special resolution to that effect 
II. If the company does not commence its business within a year 

from its incorporation. 
III. If the members are reduced to less than seven. 
IV. If the company is unable to pay its debts (which is held to be 
the case when a creditor to whom more than £^o is owed 
has served on the company a demand for payment, and the 
company for three weeks afterwards has not paid that sum). 
V. If the Court is of opinion that it is just and equitable that it 
should be wound up. 

The court appoints a functionary called an official liqui- 
dator, — very often an accountant, — who receives and pays 
out all monies on behalf of the company, for which he has 
to account to the court He may raise or defend actions, 
carry on the business, and appoint a solicitor to assist him 
in the liquidation, and his salary or remuneration is fixed by 
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the court. The court settles the list of contributories,— />.# 
those who, being shareholders, have to contribute or receive 
monies during the liquidation, — makes calls for costs, 
adjusts the rights of the contributories among themselves, 
and distributes any surplus. In practice it is seldom much 
troubled in dividing the surplus after the lawyers and 
accountants have had their quota of the funds. A second 
method is termed a voluntary winding upy which may 
happen 

(tf.) If the period fixed for the duration of the company has expired. 
[b,) If a special resolution has been passed that it is desirable to 

wind it up voluntarily. 
{c) If an extraordinary resolution has been passed that, by reason 

of its liabilities, it is expedient that it should be wound up. 

The company here may fix their own liquidators, who 
settle the list of contributories. The third form is called 
winding up under supervision of the courts which virtually is 
managed in the same manner as the first-named method. 
By Section 144, all liquidation costs are to be paid out of 
assets in priority to other claims ; so that, no matter what 
becomes of the shareholders, the liquidators are always 
rendered secure. Many other technicalities could be gone 
into here had this aimed at being a text-book on the 
subject ; but to those of inquiring minds we would simply 
remark, before touching on the last item in this chapter, 
" Are they not written in the Acts themselves } *' 

It has been already seen that the extreme facilities 
which these statutes afford, and the easy avoidance of 
subsequent penalties, have largely led to the introduction 
of a body of men called promoters, who prey upon their 
fellow-men and suck up whatever capital they can attract 
by means of specious advertisements and bogus prospec- 
tuses. So prone are men to extract the tares of evil from 
the many grains of good strewn around them that the 
winding up of companies has given birth to another genus, 
known as Wreckers, who are also promoters, but pro- 
moters of litigation and liquidation. The old wreckers, 
who used to light beacons on our shores, and allure vessels 
to their destruction, were not greater scourges of society 
than those produced by this " enlightened age " for the 
destruction of companies. It is only fair to state that, for 
obvious reasons, they allow the best companies, with strong 
and popular boards of directors, to go on undisturbed ; 
but they are liable to pounce upon concerns less known, 
and if they cannot find a flaw in their proceedings, they 
will soon make one. The modus operandi is as follows : — 
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They get a list of shareholders in a company, disseminate 
reports that there is a fraud in the prospectus, win over a 
a few of the shareholders, and circularise the remainder, 
sending them forms to fill up insisting on an investigation 
being made. Then they call meetings, and get promises 
to take legal proceedings against the directors, assuring 
shareholders of the return of the money subscribed, and 
that either no legal expenses will be incurred, or only, say, 
one shilling per share. Their action, of course, you are 
led to believe is entirely disinterested ; but the whole 
object is that they may bring the company into liquida- 
tion, have the appointment of the liquidators, and, being 
generally solicitors, they thus succeed in creating business 
for themselves. Many companies have been ruined or 
brought to the verge of liquidation in defending them- 
selves from the machinations of these wreckers, and, as 
shareholders cannot be got to pay their calls while law- 
suits are pending, even if the suit goes in favour of the 
company, much support has been alienated, much valuable 
time and money wasted, which ought to have been 
applied to the pursuit of business. 

Generally speaking, in cases of liquidation under the Joint- 
Stock Companies Acts, the same thing happens as in other 
bankruptcies, — from the want of interest taken in the winding 
up of the business by the creditors themselves, who look 
upon their money as lost, and do not also want to lose their 
time, — the bulk of the assets are frittered away, and are 
swallowed up by expenses in court, the liquidation being 
kept carefully going by the accountants and solicitors, who 
have no special interest in settling things off-hand. The 
process of winding up is not unduly hurried by reason of 
its taking place in the Court of Chancery ; so it goes on, 
perhaps for years, until there is nothing left to wind up, 
and, for want of further oil, the machinery of the legal 
clock comes to a standstill. 
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CHAPTER V. 

BAITS FOR THE UNWARY. 
" Save us from our friends." 

THE angler is not more painstaking in dressing his 
hooks with gaudily-coloured feathers, nor in select- 
ing the form of bait best calculated to allure the unsus- 
pecting fish he wishes to attract and ultimately capture, 
than is the director or promoter of a company, when 
seized with the desire of getting the monies of investors 
within his relentless grasp ; and, although his lines are 
baited mainly to catch the minnows and sprats of the 
investing world, he does not disdain to land bigger fish 
when they are caught napping. His baits are many, and 
are specially adapted to entrap the savings of maiden 
ladies, widows, and clerks of slender means, who are 
dazzled by the brilliant promises held out, and through 
the medium of the press he dangles before their eyes the 
concealed hooks, spicily dressed in attractive language. 

Not only are the allurements circulated, as a matter of 
form, in the papers specially devoted to monetary and 
trading enterprise, the readers of which are not so easily 
caught ; but, by judicious selection of the leading London 
and Provincial journals, the whole country is appealed to. 
It can hardly be hoped, in these days of " freedom," that 
the advertisement editor should be his own " Censor of the 
Press," and exclude those advertisements which take up so 
much of his columns, and are so well paid for, although he 
does happen to know the hollowness of ':hem. But it 
might, perhaps, be expected that the staflf of our so-called 
Christian papers would read between the lines, and dis- 
criminate what they advertise. Not only do barefaced, 
impudent prospectuses appear in religious periodicals, but, 
showing what the price of a good advertisement will do, 
the editor occasionally calls attention in a special para- 
graph to the ''eligible investment,'' — save the mark,— which is 
offered. Their readers, who, as a class, are little skilled 
in commercial matters and the duplicity of promoters, 
being appealed to from such a quarter, stake their " little 
all," thinking the medium of communication sufficient 
guarantee of the soundness of the undertaking. Do the 
editors of our Church weeklies take the trouble to inquire 
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into ^^pros and cons of these schemes before they tacitly 
recommend them by allowing the advertisements to grace 
their pages, or is the onus left entirely to their unsus- 
pecting readers ? 

Some are caught by the name of a well-known firm of 
bankers^ who will receive subscriptions, and consider this 
some guarantee of the soundness of a concern. A 
moment*s thought would show that the banker, being 
merely the channel through which the subscriptions flow, 
takes no risk in the matter, and, as he always keeps a 
balance in hand, it is immaterial to the bank whether the 
company sinks or swims, as in no case has it incurred any 
responsibility. 

Another point is prominently stated, that so many 
^^ shares have been already applied for'' ; in other words, 
they are likely all to be taken up, and the public fore- 
stalled, unless immediate application be niade, when, if 
the truth were known, no real applications have been re- 
ceived, or only false applications for shares that nothing 
has been paid upon nor is likely to be so. All shares 
advertised as applied for should be subscribed for in cash, 
and not by dummy shareholders or nominees with the 
object of inducing others to subscribe. 

Again, " the vendors have so much confidence in tlie ulti- 
mate success of the undertaking that they have taken only 
;£^25,ooo in cash and the remaining ;^25,ooo of the pur- 
chase-money in shares " ; but this is only a method of 
disguising the fact that it matters not to them whether 
their remuneration is to come out of a fixed cash amount 
stated in the prospectus, or to be appropriated out of the 
money actually subscribed. 

Often, too, as soon as the company is advertised the 
shares are quoted at a premium y with the double object in 
view either of enticing people to subscribe for shares at par y 
or for the promoters to sell them at a premium^ with the 
idea of buying back shortly afterwards for next to nothing. 
A, by arrangement, agrees to sell to B so many shares at 
a premium, and this is quoted in the papers as if it were 
an honest business transaction, which is not very reason- 
able, if any one takes the trouble to consider that the 
shares a priori can be had at par by applying for them 
in the usual way. 

^^ No promotion money will be paid]' and " all expenses up 
to allotment will be defrayed by vendors,'' are clauses that 
will hardly " hold water," seeing that the vendors or their 
nominees are generally the promoters, and all that is 
wanteid is to make the sum fixed upon to be paid to them 
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out of capital big enough to reimburse those incidentals. 
This will always be found to include enough Jbr both of 
these items. 

Again, " interest at the rate of 10 per cent, per annum is 
guaranteed for one year until the macliinery be erected and 
everything in working order!' As this, if paid. at all (which 
is not always certain), will be provided for in the sum that 
goes to the vendors, the so-termed dividend is paid actually 
out of the members' subscriptions, so this honest proviso 
in a prospectus is not entitled to much confidence. If the 
dividend be forthcoming, as it probably will be the only 
one, it ought to be cherished accordingly. 

But as the whole reason for the existence of a true mer- 
cantile company hinges on the amounts of profits to be 
earned^ so in the bogus schemes is this part of the pro- 
spectus made exceedingly palatable. There is absolutely 
no limit to the profits of some of these projects. The idea 
of a modest 10 per cent, is scouted, and by skilful arrange- 
ment of figures, it is shown to demonstration that, on the 
capital asked for, a clear profit of at least 20 per cent., and 
even 50 per cent, and 100 per cent, in extreme cases, may 
be confidently depended upon. Side by side with this 
statement is quoted all the enterprises of their particular 
class of operations which have proved successful, whose 
shares have risen to such premiums, and have paid such 
steady dividends for so many years, and " there is every 
reason to suppose that this will even surpass all their 
efforts." In home ventures there is, perhaps, a limit to this 
" tall talk,'' but the further abroad you are taken, and the 
less likelihood of your being able to ascertain a positive 
knowledge of the country, the greater range will the profits 
assume. Especially, as will be pointed out in succeeding 
chapters, is this the case with mining industries, which 
offer an opportunity not to be lightly passed by of this big 
method of estimating returns. It is certainly open to all 
to question the basis of their calculations ; but the richness 
of the section of the earth immediately under the surface 
is so problematical that absolute contradiction cannot be 
given unless the test of experiment is actually carried out. * 
The location is everything : the prospectus must state the 
proximity of the mine to some other well-known one which 
** has paid hundreds of thousands in dividends, and the £1 
shares of which rose in one day to over ^^150." Then a 
few others, not necessarily in the same district, are sub- 
mitted as proof of what the directors affirm. If the mines 
be abroad, it is enough if they are situated in the same 
r^ion as some other paying mine, as distance is a, great 
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leveller ; and, on looking at the small-scale map which 
accompanies the prospectus, it is difficult to tell within 
fifty miles or so how far it is away from the one it is being 
compared with. 

Another taking bait is that ftegotiations are now pending 
for the sale of part of the property at a price sufficient to give 
a heavy bonus to the shareholders, besides, " large dividends 
from actual working are looked for in the present yc^Xy* 
/>., the property being so extensive it can not only find 
ample ground to work upon itself, but can afford to sell 
part and to form sul>companies. Often, however, all 
their energies are exhausted in getting their own capital 
together, and the prospects of finding buyers for a portion 
of the estate, or of giving birth to a numerous offspring, 
grow dimmer and dimmer until finally they altogether melt 
away. 

It is usual also to state that "after the allotment has 
taken place a Stock-Exchange settlement or quotation will 
be applied fori' in other words, that the shares will be 
rendered marketable. But this is oftener applied for than 
granted, as the Stock Exchange generally exercises a wiser 
discretion in excluding spurious companies from their 
quotation lists than Government does in allowing them to 
be started. When a quotation is granted by the Stock 
Exchange, no matter how low the concern may go sub- 
sequently, the shares are generally worth something ; but, 
although many bubble companies do worm their way into 
their lists, those that do not flourish, only for a very short 
period, and then come to be known as " not marketabley 

Some companies end their prospectus by saying that " if 
no allotment of shares be made the amount paid on applica- 
tion will be returned in full ; but, although in this event 
well-intentioned companies do return the money if the 
capital wanted is not all subscribed, the shady ones allot 
what shares are subscribed for, apply this as far as it will 
go in paying the promoters for something which, even if 
valuable, would get its value only by being used, and as in 
these circumstances it never can be used for want of public 
capital to work it, the only thing left to the company after 
paying the interested parties is to make a sham start and 
then as speedily collapse. This is another feature that 
Government ought to have some say in ; for, when there 
is not enough capital left to ensure the undertaking being 
carried on with a reasonable prospect of success, no allot- 
ment should take place at all, but the money be forthwith 
returned. The onus of this at present entirely rests with 
the directors, and the shareholders, however careful, can 
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have nothing to say until the damage is done beyond 
recall. 

If some n^^ patent medicine or novel article of diet is to 
be turned into a company, the prospectus appears em- 
blazoned with the opinions of all the unknown medical 
gentlemen on the Continent, with whole alphabets after 
their names. These are published to show the value of the 
drug or food as a builder up of infant tissue, a regenerator 
of unstrung nerves, and an article which "no family 
medicine chest or cupboard should be without." 

One other form of bait turning on the question of 
" confidence '* must be here alluded to. If you already 
hold shares in a company, you may be surprised occa- 
sionally to receive a circular or letter addressed to you by 
a co-shareholder in the capacity of a private friendy and 
marked confidential. This asks, you to join in some other 
undertaking in which he takes an interest, and which has 
not the remotest connexion with the one you already 
belong to; or you will be appealed to to take up debentures 
which are too good for the general public, and therefore 
are to be privately placed. This fellow-shareholder will 
most likely be a promoter, — an accountant or solicitor, — for 
the new scheme ; and it is well known that such gentle- 
men take a few shares in many companies that they may 
approach their co-shareholders on personal grounds, and, 
while assuming a mock interest for your financial success, 
at the same time endeavour to use the appeal for their 
professional ends to secure themselves a commission or 
some other stake in the concern they recommend. 

Or when a company is in a critical condition^ the finances 
at low ebby and a fresh batch of debentures is to be issued, 
it IS usual, before this is made known, to give a spasmodic 
impetus to the existing shares by advertising a good find, 
which only requires additional machinery to bring it to a 
successful issue. Thus they lift the ordinary shares to a 
respectable figure and can the more confidently ask for the 
capital they desire. One well-advertised United States 
Lead Smelting Company, which recently professed an 
anxiety to be owned by English investors in place of 
Americans, was paying monthly dividends of 9 per cent, 
for a considerable time while the process of absorption 
was going on. When this was completed, the dividends, 
which were in future to be paid quarterly, suddenly ceased ; 
and it was discovered that the company all the time it 
had been lavishly paying these dividends was getting 
deeper and deeper into debt and had in some measure 
ignored its ordinary obligations. 
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These observations may be fitly closed by an extract 
from a paragraph which appeared in the Standard of 5th 
February, 1883. It related to a meeting of the creditors of 
a gentleman formerly an ironfounder .in Rotherham, and 
shows that even' the wary in general business matters are 
liable to be " gulled " by promoters. It appears that the 
debtor "had a few years since accumulated a fortune of 
;f 30,000, and it may be assumed that in his own business 
he was a shrewd and practical business man. Tempted by 
alluring advertisements of promoters, he began to invest 
his money in limited liability companies, and the result is 
that he has paid away in hard cash ;^ 32,000, and is liable 
for nearly £^^qoo more for calls. As it may be assumed 
that J. H. was not more stupid or credulous than the public 
generally, the story of his failure may serve as a useful 
lesson as to the risks incurred by those who are gullible 
enough to swallow the golden baits of promoters. Not 
one in twenty of the schemes offered to the public promises 
less than a certain 20 per cent. ; not one in twenty 
ever pays a single farthing. Such was the experience of 
T. H. He spent ;£'3 2,000 in cash ; he was liable for 
j^S 3,800, and his total assets, which we may suppose were 
the few shares in companies which were still of value, 
amounted to ;^ 1,71 $. The man who has a little spare capital 
which he will not miss if he loses may gamble in limited 
liability companies, although the chances would be much 
more in his favour if he went to Monaco and risked it on 
the tables ; but for a man to invest the savings, upon which 
his wife and children may have to depend, in a newly 
brought-out limited liability company is little short of 
madness." 
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CHAPTER VI. 

WORD-PAINTING AND OTHER ILLUSTRATIONS. 

" Turns them to shapes and gives to airy nothings 
A local habitation and a name.'' 

THE highest aims of art in writing and illustrating are 
to convey the ideas and thoughts of the artist to 
the minds of those who read or see his works. His genius 
either is imitative, and depicts things which exist and can 
be seen, or creative^ and calls into being things depen- 
dent for their existence upon his powers of imagination. 
The measure of his success is estimated by the extent to 
which he can impress upon others the reality and natural- 
ness of what is artificial, or enhance the value of what is 
already known and accepted. On the capacity of making 
a man see something that never has had and never is likely 
to have an existence depends the success of the prospectus 
painter. He revels in imagery. Nothing is too small to 
escape his notice, nothing too great to be beyond his reach. 
The power sd to manipulate words and figures as to give 
an intending shareholder a distinct and accurate view of a 
dividend which never will be realised, to show him a pro- 
perty with only a very shadowy existence as something 
real and substantial^ is one which is given to none but the 
thorough expert in his art. 

Everything material and immaterial is enlisted to do 
service on his behalf. GEOLOGY is wooed, the earth's crust 
is broken and the veil drawn aside, so that the investor may 
peer into the interior and behold the gold and silver and 
tin and copper and coal, that only await the magic and 
homoeopathic touch of the most precious of metals to make 
them living realities. Natural Geography is set at 
naught, and rivers and waterfalls supplied to order in the 
most convenient localities for driving the machinery where 
the mine is supposed to be situated. Difficulties of transit 
are accomplished across miles and miles of country that 
have never before had a beaten track, and inland neighbour- 
hoods suddenly, by some heroic effort, have become planted 
on the sesi^shore with every facility for shipment of the 
produce. Climates are manufactured to suit the most 
fastidious tastes and fertility abounds and food is plentiful 
in parts where ordinary mortals expected to find arid 
deserts. Natural Philosophy is carefully studied and 
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the mysteries of science laid bare to all who desire to become 
more intimately acquainted with them. Air^ earthy fire 
and water y — the elements known to the ancients, — electricity 
and acoustics^ — specialities of our own days, — besides 
prognostications of unknown forces of the future, all are 
chained to the chariot and bound to yield to the wand of 
this magician. The laivs of population, so inexact, and to 
many impenetrable, are in his grasp perfectly pliable. 
Labour is everywhere abundant, and consumers eagerly 
await the goods to be consumed, in places which were 
commonly before thought to be uninhabited. The less 
that is known of a country and its physical and social 
characteristics by the wiseacres of the present generation 
the better is our artist acquainted with it. The only limit 
imposed upon him is the credulity of those whom he 
addresses, and this he fancies to be limitless. 

Nowadays great painters and clever writers accumulate, 
by perseverance and industry, vast fortunes ; but their 
successes pale when brought into contrast with those of the 
artists who compile, write and paint for the industry which 
has for its object the promotion of joint-stock companies. 

As truth is said to be "stranger than fiction," the 
instances of word-painting given in this and the few 
following chapters are taken from actual prospectuses of 
comparatively recent date, and so can easily be confirmed. 
The truth extends to the faithfulness of the extracts, — much 
of their matter we may not uncharitably assume to h^ fiction. 
That these may not appear in all their barrenness it has 
been thought well to accompany them by a short state- 
ment of the subsequent careers of the companies and how 
far their brightest hopes have been realised or falsified. 
Leading up to an invitation for subscriptions to float a 
company which took its name from the place of its opera- 
tions, we are told to believe that " KWARTZ HiLL is one of 
"the grandest depositories of wealth that the world 
" possesses. Here is a network of mineral veins, spurs, and 
"feeders, and a number of great lodes such as are rarely 
" seen in any country. Millions in gold have been taken 
"from this hill, and there are millions in it yet. — See 
" Fossett's * Colorado,' . page 324." The capital of this 
company was ;f 205 ,000, of which ;f 15 0,000 was to be 
presented to the vendors. Of course it was said to be a 
^^ going conceml' and " it is confidently anticipated that the 
"proceeds will enable the company to pay quarterly 
" dividends from the completion of the purchase." After 
being in litigation for more than a year, it was wound up 
and brought out under another name, the members getting 
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one share, nominally worth 5s., for every two ;^i shares in 
the original undertaking, or equal to 2s. 6d. nominally in 
^very £\ they had paid. An unfortunate shareholder in 
this company would get. a perfect insight into the numerous 
risks of investing his savings in joint-stock enterprises of 
this description. It had a heavy capital, most of which 
was paid to certain vendors, leaving nothing to work the 
mine ; there was an attack by wreckers shortly after it was 
floated, a prompt resignation of the directors when called 
to account for their trust, and a new board, which could not 
be considered responsible for the fatalities attaching to the 
forsaken ship. It need hardly be added that the dividends 
from the " going concern " are not yet in sight, although 
two years have now elapsed. 

Take another instance of " gush " in an admitted swindle 
started two and a half years ago, — the Great Wheal 
TOLBOOTH, now quietly reposing in Chancery. The 
capital was put at the modest amount of ;£" 100,000, and 
;f65,ooo in shares and cash had to go to the vendors. 
Now, it is usual for promoters of foreign mines to say 
that home mines are worked out, and home mines must 
retort by having a hit at those abroad. This one^s pro- 
spectus, printed in different colours, black and red pre- 
dominating, said : — " Cornwall has been famed for centuries 
" for its enormous wealth in copper and tin, and for the 
" fortunes which have been made there. There is probably 
** no richer area of ground in the world than Cornwall, not 
" even excepting gold-bearing regions ; and, as gold mines 
" in India and America are too far off to allow shareholders 
" to satisfy themselves as to the bona fides of the property 
" brought before them, or to inspect the mines from time 
" to time, no investment can offer better inducement than 
" a good English tin and copper mine of proved mineral 
" wealth, and worked under the management of a Board 
" of Directors skilled in mining matters. This mine has 
" already returned, it is estimated, over ;^ 200,000 in profits, 
"while the £^ shares rose to £i<)^ each. This, too, with 
"the disadvantage of inferior machinery. 30,000 shares 
^' have been already applied for, and further applications 
" may now be sent in." When this bubble burst it Wcis 
found that the public had subscribed over ;£"2 5,000 to it, 
and the promoter with some of the officers and engineers 
" skilled in mining matters " turned out to be one and the 
same man, under different aliases. This was only one of 
a number of similar companies he had brought out in a 
like manner, and, having disposed of the money to his 
friends or nominees, of course it was gone for ever. The 
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reports from mining engineers were concocted, and the secre- 
tary and mining captain had no existence, save on paper. 
Registration, consisting only of forms easily complied 
with, enabled this adventurer to amass an amount of public 
money for his own purposes, and he was just on the eve 
of starting for Spain with the booty when he was suddenly 
wanted for another of his bogus schemes, — the Silver Value 
Mine, — resulting in his conviction for forgery and conse- 
quent imprisonment. Perhaps this was some satisfaction 
to those who had lost their money in his Tolbooth mine, 
the only further consolation being that they were called 
upon to pay up their shares in full to satisfy the demands 
of the Chancery Court. Now, the slightest inquiry at 
registration as to the identity of the parties who were said 
to be promoters, directors, engineers and secretary, would 
have exposed the fraud at the very outset, and the public 
have surely a right to be protected to this extent. 

In the spring of 1881, at a time when a floating mania 
seemed to have laid hold of promoters, who had doubtless 
long had their prospectus pigeon-holed, waiting the favour- 
able opportunity for pushing their well-laid plans, the SANTA 
Cruse Compai^y made its appearance, and the names 
of those on the board were thought ample guarantee for 
its soundness, so that the shares were announced as having 
been subscribed for twice over. Now, it would seem only 
reasonable that men of position (acting as trustees for the 
public) who were going to give ;£"6o,ooo in cash and 
;^6o,ooo in shares to certain vendors for a so-called " work- 
ing concernl' should assure themselves first of all of the 
correctness of the reports on which they approached in- 
vestors. The prospectus was accompanied by interested 
letters and statements printed on paper of varied tints, 
prepared by " captains!' said to be the company's super- 
intendents ; but really, as it turned out afterwards, acting 
for the vendor company. Instead of the directors verify- 
ing these " high-falutin " documents before issuing the 
prospectus, they simply took^them for granted and, on that 
assumption, we find elaborate details worked out to show 
a profit at least of 35 per cent, on the capital of ;^200,ooo. 
There were " 6,760,000 tons of copper ore '* only waiting to 
be taken away, and it was assumed that it could be put 
out at the rate of 70,000 tons per annum. " There is no 
" reason, however, why 70,000 tons should be looked upon 
" as a maximum, — the quantity to be shipped is a mere 
" question of men and development and yield of the mines, 
" as the ore requires no dressing or treatment of any kind, 
" but has merely to be broken from the lodes and carted or 
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" trammed to the place of shipment." Then there is a 
reference to the already successful mining ventures in 
Spain : — " The facts and figures advanced are sufficient to 
"demonstrate the unusually profitable character of this 
" undertaking, which may be further illustrated by the 
"financial results of the Rio Tinto Company and the 
" Tharsis Company, both carrying on similar operations. 
" The Rio Tinto £\o shares stand at £21^ whilst the 
" Tharsis Company has paid dividends as high as 40 per 
" cent, and their £\o shares stand at £^Oy or four times 
" their par value." The trivial difference in the position of 
these companies and theirs was that they had copper ores 
to work upon, and it did not possess this advantage. It 
was only when, after some months, the anticipated returns 
did not come, that one of the directors took a trip out in 
company with an engineer, when it was found that " the 
" anticipations as to the yield and the profitable working of 
** the mines could not be realised^ The company had to be 
wound up, and this is not yet completed, although part of 
the money has been returned to those who held their 
shares, or who, being " in the swim,*' bought some at 
nominal prices from frightened shareholders. But it is 
questionable business capacity to buy a property and then 
find out afterwards that it is valueless ; and, although this is 
continually being done with other people's money, directors 
are not in the habit of taking statements on trust, or being 
misled, when their own pockets are primarily interested. 

A mishap in a company does not always mean a loss to 
officials in the concern, as their emoluments are not 
generally confined only to money taken in fees ; but, by 
judicious buying and selling of shares, adverse statements 
can even be turned to some account. 

About the beginning of 1881, a group of four ancient 
mines, which had been lying idle for thirty years pre- 
viously, came out in rapid succession. Their names are so 
well known in mining circles that there is no occasion 
specially to mention them here. After dwindling down to 
a nominal figure, the enterprising firm of advertising 
brokers, who so carefully nursed them in infancy, quite 
recently succeeded in getting them quoted at high 
premiums, and must have spent a considerable sum in 
tendering their disinterested advice to ^^ trustees, capi- 
tcdistSy and investors** which daily appeared in our leading 
papers. Fortunately, or unfortunately, for this quartet, 
their shares almost as suddenly receded in price, until they 
again appear at very modest amounts, — not, however, 
below what any trust-money could be safely laid out upon. 
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The family affinity of this group is apparent, by their 
being managed virtually by the same directorate, and 
having their City offices under the same roof. Their 
prospectuses were all accompanied by " highly- coloured " 
plans, showing the position of the old workings, and where 
the " new body of ores '* was to be obtained from ; while, 
to aid its attractiveness, and give an air of reality to the 
whole concern, the plate of the first one that appealed for 
support was improved by having placed at its four corners 
respectively, — a locomotive, a stationary engine, and two 
full-dress uniforms of the ancient working miner. It did 
not go into very accurate details of the causes which 
stopped the mine in former days, nor of the amounts it 
was purchased for before being offered for subscription ; 
but it has since transpired that the mine, for which 
;^ 40,000 in cash and shares was paid, out of a capital of 
;£" 100,000, could have been had any time these past twenty 
years for a few hundred pounds, and that the property had 
formerly been abandoned owing to a deluge which 
suddenly flooded the workings, and drowned many of the 
miners. It is stated : " The great value of the property 
" may be judged from the fact that the former company 
" raised and sold between ;^ 800,000 and ;£" 1,000,000 worth 
" of ore, from two of the eight lodes that intersect the 
"property"; and that "the ;f 50 shares of that company 
" reached a market value of ;£" 1,800." " So certain are the 
" vendors of the great value of the property, that they 
" have agreed with the company to guarantee that the 
" dividend for the first year shall not be less than at the 
*' rate of seven per cent, per annum on the capital paid up ; 
" but, almost as soon as you commence to drain the mine, 
" you commence raising lead." But two years and more 
have elapsed, and, although there is still much talk of 
working dividends (and an early rise of the shares to £10 
each), there have been none yet paid. It may strike some 
as singular that those riches have been lying at our doors 
unused for so many years, when all the miners in the 
district can " testify to its being the richest mine in Com- 
wall*' Some journals seemed to think if it had been 
started as a Waterworks, it would have had a chance 
to pay ; but probably this remark was not made in real, 
sober earnest. Of the others in the group, it would be 
unnecessary to dwell at any length. The plan of one is 
encircled with a chain running through pulley-blocks at 
the corners, and we have rough woodcuts of the early 
English miners at work prospecting, hauling, crushing, and 
smelting, as far back as the year 1558. Another replaces 
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these crude attempts at illustration by more modern ones 
of St. Michaers Mount ; but, as the directors are for the 
most part the same, the purchase-money in like propor- 
tion, and the word-painting not dissimilar, nothing more 
need be said here by way of reference. 

It says much for promoters that, for the most part, they 
steer clear of Scriptural allusions ; and, with the trifling 
exception of Indian gold mines, which were sometimes 
referred to as having been worked in the " early ages," we 
have not heard much of the Bible in connexion with the 
schemes of promoters. It strikes most people that little 
room is left for strictly theological views in a professional 
promoter, unless his religion is conducted on the principle 
of a magic lantern, with one set of slides for his business 
dealings in the City, and an entirely different set for home 
exercises. . We recollect one prospectus which came out, 
accompanied by a coloured map, on which occurs the 
following : " A descriptive account of the GOLD in this 
" district will be found in the 2nd chapter of Genesis, the 
" I ith and 12th verses. A map will also be found, showing 
" the district, in an edition of the HOLY BiBLE published 

" by , of which the following is a copy." On turning 

to the verses we found them to be : " The name of the 
" first is Pison : that is it which compasseth the whole land 
" of Havilahy where there is gold ; And the gold of that 
" land is good." But surely there is no lack of mining 
captains to be found who, for a consideration, would report 
on the mines, without dragging in Moses to puff* such 
enterprises. The ;^ 200,000 capital of the mine in 
question appears all to have been allotted to the owners of 
the property, and the share the public were asked to take 
was to subscribe to an issue of ;^ 60,000 in ;^ 10 bonds to 
bear eight per cent, and the advantages of subscription 
were also to include : "A bonus of £\ fully paid share for 
" each ;^ 10 bond subscribed for and allotted, Bondholders 
" will also have the option, for two months after the allot- 
" ment of the bond, of claiming, on payment of the par 
"value, ten £\ shares for each £\o bond subscribed"; 
which, to say the least of it, is rather a novel method of 
raising capital. "The concession, with all its rights, is 
"sold to the company for the sum of ;^ 2 14,993, payable 
"as to ;fiS,oooin cash, and the remainder in fully paid 
"shares in the company's capital/* — le., the purchase 
money was to be more than the total share capital, and 
2"! 5,000 of it was to come out of the debentures raised. 
Assays made from samples are said to have been so rich 
as to produce lead, silver, and gold, to the value of £><^%ly 
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£1^700, and ;£'4,3I9, per ton of ore respectively. By oper- 
ating on a speck sufficiently small, it might have been found 
that a sample showed 2,240 lb. to the ton, or equal to 
;£^90,ooo per ton of ore. It need only be added, that these 
bonds were at first endeavoured to be placed among the 
shareholders of some of the other schemes, set afloat 
under the same auspices, which had not then reached the 
liquidation stage. The chairman of those lucrative busi- 
nesses addressed a circular, in his own name, and headed 
with his crest, beginning : " Ladies and gentlemen " ; 
and containing, among other sentences, this paragraph : 
" If you think fit to make application for any of the bonds, 
" and will forward me your application, I will take care 
" that you have an allotment and a preference over the 
"general public, who will not see the prospectus until 
" some few days after this is in your possessipn." How 
magnanimous all this would appear to tho^e who cannot 
see the least bit under the surface ! 



More Word-Painting in Prospectuses. 39 



CHAPTER VII. 

MORE WORD-PAINTING IN PROSPECTUSES. 

" I extenuate nothing, naught set down in malice." 
" The proper study of mankind is man," 

SOME of us may recollect the vagaries of a company 
which had acquired a certain patent for manufac- 
turing, out of an Indian fruit with which we are all familiar 
from its frequent appearance in the shops of grocers, and 
its display on the barrows of London costermongers, an 
article which was to oust the ordinary Mocha coffee from 
its place in our tastes, and revolutionise the breakfast- 
tables of our homes. The capital of this company was 
;f 40,000, in £^ shares, and for the first year of its existence 
little was heard of it in business circles. Suddenly, how- 
ever, by dint of powerful advertising, and other manipula- 
tions best known to the initiated, an excitement was got 
up in the shares early in 1881, and on the announcement 
that patents had been taken out all over the world, and 
that sub-companies would presently be formed for France, 
Germany, Austria, Belgium, Spain, Russia, Sweden, and 
the United States, and that each of these would have to 
pay ;f 50,000 (the half of its capital) to the parent company 
for the use of its patents, in other words, that more than 
the nominal capital of the original concern would be 
received from each, they gradually were forced up until 
the £^ shares were quoted at ;£'3S. To matter-of-fact on- 
lookers, the whole story, as told at the time, seemed like 
a n^oney-market romance; but now that everything has 
toned down, we can view it in a more sober fashion, and 
gather from its recital a knowledge of some of the kinds 
of ventures which are offered to a receptive public by men 
who are so disinterested in their endeavours to supply them 
with methods of investment. The French company was 
the first offshoot, and, to show the confidence the parent 
company had in it, the purchase price of ;f $0,000 was fixed 
to be paid in cashy together with an allotment of ten 
founders' shares oi £\ each ; and, mirabile dictUy " the 
" French company has the option at any time during the 
" term of three years of purchasing the founders' shares 
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" for ;£"5,0CX) per shared As the directors in the French 
company were practically the same as those guiding the 
parent, it was extremely easy to make such terms, as, when 
men are entrusted with money to buy something from 
themselves, and are in a position to fix their own price, it 
can be done without any objection being raised by those 
not round the board-room table. " From the success at- 
" tending the company formed for the working of the 
" English patent, the directors feel justified in stating they 
" confidently believe the profits of this company will be 
" more than sufficient to pay dividends of at least 50 per 
" cent on the nominal capital, and will exceed those of the 
'* company working the English patent, which, having only 
" been formed a little over twelve months, has entered into 
" a contract which will yield the return by way of annual 
" dividends of a sum, equal to the whole paid-up capital of 
" that company, of ;£"34,ocx3." 

Again : " The superiority of the coffee over any other 
" beverage of the kind is now a. recognised fact, and the 
" directors consider it unnecessary to refer in detail to the 
" various testimonials and press notices they have re- 
*" ceived." " Many things have happened since then,*' and 
to read these testimonials in the light of events is highly 
interesting, if not very instructive. If ever an industry 
had a chance to flourish by advertising, this had ; but, in 
spite of comments from the medical authorities referred to 
in the numerous pamphlets issued, and laudatory articles 
that appeared in Land and Water^ the London Figaro^ 
Facty the Money Market Review, the Financier^ the Medical 
Press and Circular Advertiser, and a vast number of Lon- 
don and provincial papers, the decoction seemed to fall 
flat on English and French palates. The Christian press 
was not to be left behind in puffing, and this is not an 
unfair sample of how their constituents are often sought to 
be attracted. It is from a paper dated 21st February, 
1 88 1 : — "We advised our readers to invest in this com- 
** pany " (the real and original parent) " when it was first 
" brought out, and they could have obtained shares at par^ 
" and those who did so have reason to be satisfied, as they 
" cannot now obtain shares under £2 per share premium ; 
" and with the prospects before them, we are of opinion 
" that the directors are not too sanguine in estimating that 
" the;g'5 shares will be worth ;^5o per share. We there- 
" fore strongly advise an immediate investment in the 
" shares of the company, which has an excellent board of 
" directors, and the success and progress of which appear 
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" to be perfectly secured." We presume this means the 
success of the directors^ and the whole puff is only on a par 
with what we might expect to find on a sharebroker's 
circular, but not in a Christian journal. The eloquent 
chairman had always something startling to bring forward 
at .all the meetings ; large contracts were made for more 
than could be supplied ; new inventions for other kindred 
products, that could be worked along with the coffee ; and 
invariably a tale of success. His views were decidedly 
sanguine when he said : " I know in my own mind that 
" before the end of a certain period L shall get some ;^300 
" per share upon my original holding in the parent com- 
** pany." The period is still uncertain. The German 
company was the second of the infants, as the French had 
been its firstborn ; but as the terms of the prospectus 
differed from the other only in affirming that a contract 
had been all but arranged with a firm to take their whole 
manufacture for a sum that would admit of a 50 per cent, 
dividend on the ;£" 100,000 capital, the details need hardly 
be reiterated. It turned out on inquiry, however, that this 
child had been prematurely born ; at all events, ;^ 50,000 
was to be handed over for a German patent, which had 
only been applied for, but had never been granted. The 
shares were all taken up greedily, and when the validity 
of the transaction was questioned, the directors endeavoured 
to foist a Swedish patent on the German company, so as to 
complete the transaction, although nominally this Swedish 
patent was to be thrown in as a present, and not to inter- 
fere with the possession also of that for Germany, when 
obtained. 

At the meeting called for the purpose of confirming this 
arrangement, the absurdity of paying for something that 
was of no use was made apparent to the majority of share- 
holders present, who, on discussion, saw the transparency 
of the scheme. By a show of hands, the majority threw 
out the directors' resolution, but the deliberate voice of the 
meeting was upset by the directors being armed with the 
proxies of absent members, which often renders a meeting 
the veriest sham. The reason the chairman gave in his 
circular asking for proxies was, that he expected opposition 
to his proposals, and this should have been a strong argu- 
ment for his not inviting proxies, as, if the proposals could 
not withstand the criticisms of the shareholders present, it 
could hardly be for their benefit that they ever were made. 
If. a company is composed of many shareholders, and the 
chairman in flowery language solicits their proxies, a 
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majority can readily be counted upon, who consider it so 
much easier to let the board think and act for them ; but 
when those who are in the habit of acting and thinking 
for themselves negative a resolution, and find that their 
opinions are "boycotted'* by reason of the proxies in 
interested hands (given often with no definite purpose), the 
meeting may be considered merely a farce. 

But, although this resolution was thus carried, a storm 
arose ; the " Coffee Substitute " craze began to be seen 
through, and the payment of the £^o,ooo was, on petition, 
stopped by the Court of Chancery. Before this, however, 
the community had been satiated with the beverage, and 
the Belgian company never got its full capital together^^to 
judge, at least, by the fact that, long after its inception, 
the fully-paid shares were offered privately to the French 
company shareholders at half price. The promoters, though 
thoroughly successful for a time, have not yet succeeded, 
so far as we can learn, in disposing of all their numerous 
patents. The four companies, parent and children, are 
now buried in the mazes of the Chancery Court, and, as in 
life, so in death, they are to be found together ; but not, 
let us hope, waiting a glorious resurrection. 

As their money is presumably all spent, the shareholders 
must pocket, with what equanimity they can command, 
the loss of their capital, but somebody must have gained by 
their losses. In the French company the capital went with 
amazing rapidity, and we take leave of thiese projects by 
quoting from a letter published early in 1883 by an aggrieved 
shareholder, who summarises the position, and his closing 
paragraph runs as follows: — "In August, 1882, a circular 
was sent to the shareholders that if the sales went on as 
they were doing a dividend would be declared in Sep- 
tember. No dividend ever came, but on the 1 3th October, 
or two months after the circular was printed, the share- 
holders were startled with another, that unless a paltry 
£2y0oo was immediately subscribed by them, the lease of 
the works and all the property of the company would be 
sacrificed. The ;£'2,ooo was not forthcoming, and from 
inquiries I have made I find it is in liquidation. The 
German company is wound up, the Belgian ditto, and now 
tlte French, Here we have the same directors of three 
companies, who in less than two years have received no 
less a sum than very nearly ;f 300,000. Ought they not to 
be made to tell where all this public money has gone to, and 
how much they have been able to put in their pockets } " 
The importance which at one time was attached to this 



More Word' Painting in Prospectuses. 43 

group of companies warranted a longer notice than their 
intrinsic ^femerits would otherwise have deserved. 

At the time when so many mining ventures were being 
floated in our Indian possessions, during the latter end of 
1880 and the first half of 1881, an impetus seems to havb 
been given to the promotion of companies of a similar kind 
in various other parts of the world, notably on the West 
Coast of Africa and the North-western States of North 
America. The metals they chiefly concerned themselves 
with were silver and gold, while " precious stones " were 
represented by a brief rush in Diamond mines in the 
neighbourhood of Kimberley, which at first commanded 
considerable premiums, but since have dwindled down to 
more modest pretensions. Strange it is, however, that so 
few of the " fealty promising " undertakings which the 
British investor is asked to subscribe to ever turn out satis- 
factory as investments. Oftener we find them to be void 
of promise altogether, but simply old mines which have 
been prospected and much money sunk in, and then come 
on our market to be purchased when they have exhausted 
the patience of those in their own neighbourhood. Or 
they may be new ventures, trading on the names of others 
in the district which have paid something. With singularly 
few exceptions our foreign well-wishers seem to retain the 
paying concerns for themselves ; and, as an instance of this, 
it is noteworthy that very few of the Australian and New 
Zealand mining properties, which have combined capitals 
of several millions of pounds, are in the hands of purely 
British companies, but are taken up on the spot, leading to 
the inference that the real prizes are sufficiently appreciated 
by themselves, and stuck to accordingly. South America 
also has been coming again to the front, especially the 
Venezuelan portion of it, and, naturally, the El Callao has 
been taken as the peg on which to hang the appeals for 
money to start enterprises in that country. The " Callao 
Bis '* and ** Potosi " mines, started with capitals of ;f 130,000 
and ;£'35o,ooo respectively, have gone through several 
stages erf formation and re-formation, the shares conse- 
quent on this, and also "according to the prevailing rumours 
of the striking of lodes or the reverse, being sometimes at 
a good premium and again at as heavy a discount. The 
promises of these mines have not yet been fulfilled so far 
as dividends are concerned, and, however rich they may 
eventually turn out to be, their capitals, in the first instance, 
were almost swallow^ed up in payments for the ground, 
leaving, as usual, little margin for actual working, and 
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consequently endangering their prospects, however good 
they may have been. Take the Chilly Gold Mining 
Company as another instance. It started with a capital 
of half a million pounds, ;f 42 5, coo of which was to be paid 
•(;^26o,ooo in cash, and ;£"i65,ooo in shares) to the Gold 
Agency, which promoted it. It was stated that " During 
" the past ten years ;£"300,ooo have been expended in 
" acquiring and developing the property and demonstrating 
" its value '* ; and there was embodied in the prospectus a 
table showing that about 52,000 oz. of gold, or ;6^i 80,000 
worth had been got out of the property, which we presume 
has to be deducted from the amount expended to arrive at 
the actual net outlay, leaving ;^ 120,000 as representing 
explorations, plant, &c. Now, although after ten years* 
working, the labour and risk ought to count for much when 
a mine is proved, it is idle, out of a capital of ;£"50o,ooo 
to leave only ;£'7 5,000 to provide fresh machinery, &c., to 
carry on such an extensive undertaking. And so it has 
turned out, as their capital seems to have been expended 
some time ago, and debentures raised to provide further 
funds. Then, as to their expectations. It was estimated 
that a net profit of ;£^5 3,055, or equal to 10 per cent, on the 
entire capital would be earned in the first year^ and that, 
when the full number of stamps were erected (whfch, we 
suppose, the working capital of ;£"75,ooo was inter alia to 
purchase), 103,500 oz., or equal to a dividend of 50 per 
cent, would be produced. As during 1882 less than 
17,000 oz. (about one-sixth of their anticipations) were 
obtained, it will be seen that in approaching the public 
the company took good care to be prepared with liberal 
estimates. No dividends have been paid up to date. 

It is unnecessary to dwell at length on the numerous 
other mines bidding for public support in that country, 
only it may be incidentally mentioned that the New Callao, 
Limited (;£'75,ooo capital), the West Callao, Limited 
(;£"i 50,000 capital), the Victoria Gold Company, Limited 
(;£"200,ooo capital), and, quite recently, the New Cicapra 
and Mercedes Gold Mining Company, Limited (;£'250,ooo 
capital),. have all staked their existence on their proximity 
to the El Callao, whose richness is undoubted, and " has 
been paying monthly dividends of 60 per cent or 720 per 
cent, per annum on the original shares." If ja tithe of 
the dividends these companies promise be obtained they 
will prove extremely profitable, but that happy outcome 
remains to be seen, and the " immediate results ** can 
approximately be guessed at when it is considered that 



More Word-Painting in Prospectuses. 45 

the Nouveau Monde^ a French Soci^t^ Anonyme, started in 
the neighbourhood twenty years ago^ has not yet rewarded 
its patient shareholders with any return on their capital. 

The intention throughout these pages is that nothing 
here stated should act adversely on the holders of shares in 
any of the companies alluded to or that remain to be men- 
tioned, but some are now beyond any such influences. The 
details here enumerated are already well known to those 
who are in the habit of following the progress of such 
undertakings. The list of ventures chosen by way of 
illustration is not in any way exhaustive, but they have 
been fixed on mainly as recent instances of industrious 
promoting, and while their histories are fresh in the minds 
of everybody. Unfortunately, the tendency is too soon to 
forget the lessons taught by the failures of such enterprises. 
A year or two elapses, the old schemes are forgotten, a 
new generation of investors has arisen, and the whole 
unfortunate series of calamities is perpetrated over again^ 
Apart from those relating to Indian gold mines and electric 
light companies (which are of sufficient importance to be 
dealt with specially), the last prospectus to be referred to 
here is put on record because it seeks to show that, despite 
the legions of companies which are brought out every year, 
it is the opinion of some that the joint-stock system has 
not yet' been properly appreciated, that the schemes pro- 
moted have been too few in number, and that the profits of 
starting them have gone into too few hands. They there- 
fore ask the general public to participate in the tremendous 
profits attaching to legitimate promotion, which hitherto 
has been merely an ideal unattained, though not neces- 
sarily unattainable. From the insight it gives into what 
can be done by a public promoting syndicate and how 
profitable the project may become, a study of its main 
features will enable us to form some opinion of what is 
done by private promoters. There is to be a " quarterly 
division of profits^' and " dividends may fairly be estimated 
" at from 50 to 100 per cent, increasing in proportion to the 
" business accepted and carried out by the syndicate. If 
"the syndicate launches only ten companies during the 
" year, 50 per cent, will be obtainable " on its capital of 
;£'2 5,000. A commendable feature of this syndicate is its 
candour, and if it regenerates even to an appreciable 
extent the present indiscriminate floating system, it 
deserves to succeed. It advertises thus : " Hitherto syn- 
" dicates have been created amongst a select few, and are 
" of a very exclusive character, the fabulous profits, varying 
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** from 200 per cent, to SCK) per cent, being enjoyed by the 
" founders of them only. There is no possible reason why 
" the public generally should not be sidmitted into them 
" and share some of the enormous gains/' The address 
they issued ran thus : " Notwithstanding numerous failures 
"of joint-stock companies and the frequent cases of 
" fraudulent and gross mismanagement of them periodically 
" exposed in the law courts, the LIMITED LIABILITY Acts 
" are now more than ever appreciated, and companies are 
"daily formed in great number under them/' and after 
instancing that, in 1882, "no fewer than 1,476 companies, 
"with a total capital of over ;£"2 16,500,000, have been 
" registered under the Companies Acts," it says, " and, as 
"by them the investor knows where his liabilities begin 
"and where they end, their number will constantly 
" increase." We cannot, however, agree with it when it 
laments that the legislature " has failed to provide fpr the 
" registration of an * idea,' or ^company, for a nominal fee." 
We are of decided opinion that the facilities for registra- 
tion oi ideas and companies are already too numerous, and 
the rules too easily complied with ; and it would be better 
if occasionally there were a few more hindrances thrown in 
the way of their registration. The following paragraphs, 
however, are not at all overstated, and we cannot do better 
than transfer them bodily to these pages : — 



" Unfortunately, promoters, as a rule, are not regarded in a very 
" favourable light. Their inordinate charges for * promoting' (or, as 
" it is now fashionably called, ' founding ') companies were in former 
" years, so oppressive and out of all proportion to the services 
" rendered, that many promising ventures never got beyond the purely 
" pjreliminary stages ere they were attacked by the professional 
" liquidator and wound up ; and from rapacity, recklessness, and 
" want of bona fides in their operations, the reputation of those engaged 
" in * promoting ' has become tarnished. They have created a halo of 
" doubt around themselves, and are approached with fear and distrust. 

" The truth is, * promotion money,' or charges for promoting com- 
" panies, has, for the reasons stated above, frightened investors away ; 
" and, while vast sums lie hoarded up unproductively, thousands of 
" schemes which would prove of immense public benefit, if brought 
" out, remain in embryo ; but if an open, straightforward statement 
" appeared in a modem prospectus to the effect that ;£5,ooo has to be 
" paid for * promotion and preliminary charges,' no one would invest. 
" On the other hand, if a wily promoter put forward a * going concern,' 
" or a * mine in full work,' to be * taken over ' or converted into a 
" limited company, and it is worth, say, ;^2o,ooo all told, the promoter 
" would immediately tack on ;£ 5,000, and sell to the company for 
" ;£25,ooo, and so obtain, in a secret way, that which, in former years, 
" he obtained openly enough, still calling * a spade, a spade.' " 
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As the directors of that syndicate seem to appreciate so 
fully the bad side of the floating of joint-stock companies, 
it is hoped that they will be successful in assisting what 
this book, in some small measure, desires to effect, — a 
r-eform of the most glaring evils of the present system, and 
perpetuate none of them. 



CHAPTER VIII. 



THE INDIAN GOLD-MINING CRAZE. 
" All that glitters is not gold." 

PERHAPS the cleverest examples, — if the word clever is 
not misapplied to such questionable transactions, — 
of fleecing the British public at the instance of promoters, 
are to be found in the history of the so-called Gold-Mining 
Craze in India. So much has been heard of these projects 
during the past few years that readers may be excused for 
leaving unread the pages treating of a subject, the details 
of which have no doubt for a long time been " stinking in 
the nostrils" of many. Still, however unprofitable to 
students of the best side of human nature, the painful 
process must here be gone through of telling in a few 
words the leading features attending the introduction of 
these cunningly devised methods of creating investments. 

It may be premised that the fields of their operations 
were two in number,— the MYSORE District and the 
Wynaad district, and that altogether about nine mines 
have been promoted in the former and twenty-five in the 
latter. The products of their labours have been arranged 
in tabular form with the intention of showing, firsts the 
capital sunk in these associations, and, next, the approximate 
amount of the sums which have found their way into the 
purses of the astute gentlemen who have nursed them and 
watched by their cradles. 
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Mysore District. 







.Amount Paid for 


Name of Company. 


Nominal Capital. 


Property in 






Cash and Shares. 




;£. 


JL' 


Madras Gold 




135,000 


85,000 


v^Olal .«• .«• ..< .«• •) 




150,000 


90,000 


Great Southern Mysore 




62,000 


45,000 


Mysore 




135,000 


55,000 


Mysore Reefs 




120,000 


75,000 


Nine Reefs 




100,000 


60,000 


North Ooregum 




120,000 


75,000 


Nundydroog 




77,000 


50,000 


Ooregum 




125,000 


75,000 



Wynaad District. 



•• 



• • 



Alpha ... 
Carta Para 
Central Wynaad 
Cherambadi ... 
Cootacovil 
Devala Moyar 
Devalah Central 
Devalah Provident 
Dingley Dell ... 
Indian of Glasgow 



Indian Consolidated... 
Indian Glenrock (including 

Indian) 

Indian Kingston 
Indian Mammoth 
Indian Phoenix 
Indian Trevelyan 

Nilgiri ... 

Rhodes Reef 

South-East Wynaad... 
South Wynaaci 
Tambracherry 
Wala Wynaad 

Wentworth 

Wynaad District 
Wynaad Perseverance 



• . 



• . 



•• 



. . 



South 



Prandi River (if floated T) 
Simon's Reef „ „ 



Total Nominal Capital... 



60,000 
150,000 

;£4,368,ooo 



50,000 


half profits. 
62,000 


100,000 


50,000 


32,000 


100,000 


60,000 


200,000 


132,000 


120,000 


70,000 


75,000 


30,000 


100,000 


70,000 


50,000 


10,000 




& part profits. 


400,000 


275,000 


240,000 


108,000 


130,000 


91,500 


150,000 


70,000 


150,000 


86,000 


150,000 


100,000 


120,000 


85,000 


190,000 


130,000 


100,000 


56,000 


100,000 


65,000 


160,000 


120,000 


75,000 


35,000 


120,000 


80,000 


100,000 


40,000 


80,000 


50,000 



15,000 
80,000 



Total absorbed in payments for properties ... ;^2,562,5oo 

Highest aggregate of Stock Exchange Quotations 
(estimated) ;^7,ooo,ooo 

Present aggregate of Stock Exchange Quotations 
(estimated) £220^000 
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It will be seen that mines representing a gross capital of 
about four and a quarter million pounds were brought out, 
and of this, more than one half was put into the hands of the 
selling promoters, thus averaging £70,000 as purchase- 
money for each property ; and, so far as can be ascer- 
tained, the original concessions would either cost them a 
nominal sum, or, making a liberal computation, not more 
than a mean of £^,000 each. Many of the companies 
have been wound up, others have got to the end of the 
small capitals left them for real explorations; but in no 
case has any dividend from actual mining been paid, the 
whole of the money having been spent in machinery, 
directors* fees, and those of the staff. Taking the present 
market ^prices as an index, the whole of the properties 
would not fetch one-tenth part of what was paid for them 
about two years ago. 

It would appear from investigation that the hands of 
the Indian Government officials are not altogether clean ; 
and the papers issued in reply to a recent question by a 
Member of Parliament, asking "whtXhcv free grants of land' 
made in the Colar or Mysore district to certain of these 
high-souled public servants were palmed off as mines, and 
for which they demanded and obtained from four com- 
panies ;;^ 245,000, do not clear up their transactions inr 
a very satisfactory manner. 

So early as 1873 and 1874 some prospecting was done, 
and local companies started in the Madras Presidency to 
search for gold in * both districts, but the results never 
appear to have brought profits to the searchers. En- 
gineers were employed to survey the ground, and when 
they decided against the Fields, more pliable experts seem 
to have been found who could hold out better hopes. By 
much manipulation, aided by powerful Stock-Exchange 
influence in London, a few companies were brought out 
here at the end of 1879. These, successfully launched, led 
to others being formed in the following year, and by the 
end of 1880, trading on the opinions of a noted Govern- 
ment surveyor, — who seems to have found gold in every 
clump of Wynaad soil, and " true fissure veins " in the 
greatest abundance, and whose report was printed and 
extensively circulated, — a few pioneer companies were 
formed with the intention of giving birth to offshoots, as 
well as to do some show of mining. This surveyor con- 
tinued to be mentor to a few of the properties while the 
floating mania proceeded ; but long ago saw it wise to 
desert his " old love." 

Early in 1881 the business of floating was commenced 

£ 
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in good earnest, and, assisted by favourable and glowing 
accounts of the new Eldorado, companies succeeded in 
selling, at fabulous prices, part of their "reefs" and 
" fissure veins " to other companies, formed for their con- 
venience. Market quotations ran high ; £ i shares were, 
selling for £i to £a^ ; and all the coffee plantations which 
did not pay when laid out for the production of this 
arornatic bean, were promply converted into gold mines. 
The mining papers were elated, and did their best to 
further the "industry," and much money, unfortunately, 
changed hands during the process of placing on the 
English market. Dubious telegrams of uncertain import : 
^^Just about to commence crushingl' " Will crush in a month" 
^^Have received all machinery I' ^^ Reef opening out welly' 
" Wealthily auriferous,'' " Have had to erect huts to keep 
natives from stealing itl' made shareholders in a merry 
mood, and enticed them into subscribing to the next new 
issues. The crowning touch was given by the noted 
^^four ounces to tlie ton " telegram which, at the time of its 
despatch, confirmed all the well-considered prophecies of 
believers in the mines. This was wired at a time when the 
company in receipt of it was about to ask for additional 
capital, and the reason of its despatch has never been 
clearly understood, although many have since fearlessly 
asserted that they can now fathom its meaning. It was 
even attempted at that time to discriminate between those 
that would pay, and others that had little chance to suc- 
ceed ; but since those days all have sunk to the same level, 
which is as near zero as they can possibly get. Some have 
even got lower than this — their capital all gone to the 
winds, and in debt besides. 

Very few extracts from prospectuses will serve to illus- 
trate the bases on which what were considered to be the 
most promising were launched. First, we mention an 
offshoot from a parent company : — " With the object of 
" securing unanimity, as well as uniformity, of management, 
" both companies will be conducted under the same board 
" and staff." Considering that for one '^ valuable gold reef 
£ 1 30,000 was obtained, leaving only about a third of that 
sum in hand to provide niining appliances and working 
expenses, the value of this unanimity will be appreciated, 
as one board cannot refuse another composed of the same 
directors anything they choose to ask of each other. " Ac- 
" companying this prospectus will be found a copy of a 
" special report on the position and riches of the reef, and 
" the prospect of successfully working it." Assays of 
samples of quartz are mentioned, showing from nearly two 
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ounces down to a few pennyweights of gold per ton, and 
remarking that, " as the reef is opened out and worked, it 
" may, from general experience, safely be assumed that the 
" quartz will improve/' It was assumed that, to work the 
mine properly, 100 stamps would be employed, and an 
estimate was given that 2^ 50,000 would defray their cost, 
and that afterwards, on certain favourable conditions, " an 
" annual profit of about ;£'68,ooo, equivalent to over 35 per 
** cent, on the capital of the company, would be earned." 
It omits, however, to mention that, if these stamps had 
been purchased, after paying for them, on their own esti- 
mate, only ;^ 10,000 of their capital would have been left in 
hand for working operations, seeing that, of the original 
capital of ;£" 190,000, ;£" 130,000 had been paid by way of 
purchase-money. So much for the unanimity of the di- 
rectors ! What about the prospects of shareholders ? All 
the risks of their dividends on a capital of ;^ 190,000 are to 
be staked on a cash balance of ;^ 10,000, which would not 
last long in keeping a London office going, never speak of 
conducting mining explorations. 

A prospectus of another mine, which somehow did not 
command monetary support to the extent it desired, states 
in one of the reports contained in it :— " I set more value 
" on the ancient miners and Koorumbers having worked 
" the reefs so very extensively near the surface, and as deep 
" as they could go with their rude appliances. This to me 
" is the best guarantee that the reefs must contain gold in 
" paying quantities.*' But much as we may scoff at the 
experience of the earlier ages, these ancient miners and 
Koorumbers, too (if they are two sets of individuals), seem 
to have had the best of it, and took away all they could 
lay hold of, to the distinct disadvantage of their modem 
successors. Again, the same prospectus tries to " feather 
its own nest " by speaking of the pseudo-successes of 
others : — " During the last fortnight, rumours have been 
" received of the first crushing of the reefs in the first- 
" formed companies in this district, which has caused the 
" shares of the various companies, already at high pre- 
miums, to advance a further 20 per cent, to 200 per cent." 
They disdain to go into details, but think it quite sufficient 
to say : — ^** The directors of this company, in holding forth 
** expectations of dividends to the shareholders without 
" going into intricate calculations and figures^' (these are 
immaterial, evidently, when begging for capital !) " will only 
" submit that their prospects are as good as^ those of any 
" India gold-mining company that has yet been offered to 
" the public," which is saying very little. They guaranteed 
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10 per cent., too, for eighteen months ; but before that 
period had elapsed were relieved from this obligation by 
the inconvenience of liquidating. 

The .highest capital asked for any of these undertakings 
was ;£'400,ooo for six mining claims or estates, and 
;£"275,ooo of this was to be paid to the vendors. The 
following sentences in their prospectus, — " Reef No. i 
" has evidently been a favourite reef of the ancient gold 
" miners, as the quantity of stone raised and now ready for 
" a crushing-machine is enormous ;" and " Mr. P. has 
" personally assured the directors that in his opinion the 
" Wynaad contains no richer reefs than those he has seen 
" on those properties," — read curiously when contrasted 
with the report of the surveyor sent out by the company 
early in 1883, who failed to find out anything worth mining 
for, a similar report being given at the same time to various 
other properties in that district. A Wynaad REDUC- 
TION AND Smelting Corporation, Limited, capital 
;^ 2 50,000, was also endeavoured to be floated in 1882, but 
it does not appear to have gone to allotment, which is 
so far satisfactory, as there has been little to smelt, and 
nothing to be reduced save the unlucky holders of shares 
in the gold mines of our Indian Empire. 

When the time came for returns of crushing, the ounces 
per ton had dwindled into fractions of pennyweights, but 
hopes were buoyed up by information that the bulk of the 
produce was not " frde gold." The gold, however, was then 
to be found in the pyrites ; but, although promises of 
sample lots to be sent over to England for treatment were 
numerous, no fulfilments of these promises have been 
made. It is singular that, during all these years, no trial 
shipments of ore or pyrites have found their way to our 
shores to be experimented upon, but only samples, which 
were treated in the laboratory, and have proved of little 
value as a test for working on " commercial scale. 

In the light of all that hi? Happened, it is not reassuring 
to look over the lists of directors, and find that many of 
the names are those of gentlemen occupying responsible 
positions in society ; and for their own sakes, although they 
cannot be altogether absolved from the haphazard way in 
which they have allowed companies to be promoted, we 
trust that they have been as much misled as their names 
have misled the public into supporting the schemes which 
have been set on foot. A profusion of Indian majors- 
general grace the boards, which, in the circumstances, was, 
perhaps, to be expected. So far the companies seem to 
have been instrumental only in spending their respective 
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capitals by organising pleasure trips of inspection to India 
for the benefit of their travelling directors, in taking 
enormous fees for their services, keeping together large 
London establishments, and scattering their funds in other 
directions. Only at the last moment, while yet enough 
remained in the coffers to defray the expenses of the 
visits, have some of them sent out experienced men to 
examine the properties and inquire into the delay in 
getting returns, and they have now communicated the in- 
telligence that there are no returns to get. This might 
have been known three years ago with equal correctness 
had unbiassed men been despatched to the " fields," but it 
is, perhaps, safer to get the capital together first, obtain the 
purchase-monies, and the^t get an independent, if unsatis- 
factory, report at the shareholders^ expense^ than for directors 
to assure themselves of the probfematical state of affairs 
beforehand, in which case, of course, no shareholders' fund 
could have been brought into existence. Instead of sales 
of part of their properties to new companies, as prophesied 
in prospectuses, an opposite course is now being adopted 
of amalgamating the old ones, so that those with some 
capital left and those which have gone through theirs, may 
dwell in unity during the remainder of their careers. 
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CHAPTER IX. 

ELECTRIC LIGHT COMPANIES. — THEIR RISE AND 

DECLINE. 

" They come as shadows ; so depart." 

THE early days of the history of electric lighting are 
uneventful. For years the arc light had been known 
as a scientific toy, and for a considerable time modi- 
fications of it had been employed in some French and 
English lighthouses, where brilliancy was the primary and 
expense a secondary object. It was not until after the 
display at the Paris Exhibition of 1876 that public at- 
tention was more prominently directed to its utilisation as 
a practical con^petitor with gas for the efficient illumination 
of our streets, warehouses, and homes. The improvements 
^ in dynamo-machines for generating a steady electric 
current, and in the carbons used in producing the arc, gave 
the light a commercial value, and for the next three years 
we had many instances of its value in our midst, — in light- 
ing up warehouses and large spaces,-^as in the case of 
the Thames Embankment. But although gas companies* 
shares on several occasions were seriously depressed in 
price by bold prophecies of their worthlessness when com- 
pared with the brilliant future of the infant prodigy just 
being awakened, the time had not yet arrived for a per- 
manent " fling for popularity," which is nowadays gauged 
by the amount of money the public can be got to subscribe 
for a given purpose. 

Towards the end of October, 1878, the British Electric 
Light Company was formed, with a capital of ;;^ioo,ooo, 
and acquired rights in the Gramme patents, subsequently 
also becoming interested in those of Mr. Lane-Fox. 

Early in the following year the Anglo-American Light 
Company y Limited^ was first started, with the modest capital 
of ;^i 5,000, to purchase the Wallace-Farmer patents and 
certain premises rented at Shoreditch ; but in December, 
1879, ^l^is company transferred its interests for ;£'i 3,000, in 
shares, to a new company bearing the same name, which 
had a nominal capital of ;^6o,ooo. This new company 
acquired >ih^ Brush Patents for ;^ 10,000 in cash and ;£" 5,000 
in shares, together with ;£"i 2,000 in shares to a third party, 
so that altogether their rights cost them ;f40,ooo. These 
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rights were subsequently disposed of to the Anglo- 
Americafi Bnish Electric Light Corporation^ registered in 
December, 1880, for ;f 200,000, and it has since then gone 
under the euphonious name of the '^Parent Brush!' In 
July, 188 1, it purchased some of the Lane- Fox patents, 
subject to the rights of the British Electric Light Company, 
for;^ 5,718, and for a longtime had a tolerably successful 
career. Happy the prolific parent with such a prolific 
offspring in companies, sub-companies, and syndicates ! 
Usually children are an immediate cause of loss to their 
parents, and require long years of careful nurturing before 
getting out of leading-strings. Not so the young members 
of the Brush family. They were sent out into the world 
early, and having been attended to by careful nurses, not 
only proved a source of immediate gain to the happy 
parent, but of profit to themselves. The first sale made 
by. the Anglo Brush Corporation was to the Eastern 
Electric Light and Power Cofnpany^ Limited, in July, 1881, 
and this brought them, in cash and shares,;^ 38,000. Next 
they disposed to Mr. JR.. Hammond for ;^2o,Soo the right 
of sale in the Brush and Lane-Fox patents, who, remem- 
bering the fifth commandment, like a tractable child, fol- 
lowed in the footsteps of his parent, turning his purchases 
to such good account that a separate space must be devoted 
to the tale of his success. Then the City and Suburban 
Electric Light Company (which syndicated the Metro- 
politan Brush) added ;f 175,000 to- the coffers of the original 
Brush, and, besides this amount and ;£"20,ooo paid to Mr. 
Hammond, a sum of ;£"40,ooo appears to have adhered to 
the syndicate which took in hand to form the company for 
this section of the metropolis. Their next sale was to the 
Great Western Electric Light Company, Limited, who had 
vested rights granted them in thirteen counties in England 
and Wales, and for these ;£^27, 5 30 was received from the 
promoters of that company. The Great Western Company, 
in turn, sold their rights over two counties for ;£" 15,000, 
and the IJevon and Cornwall Electric Light Company was 
the result. 

The only other company formed in 1879 was T/ie Lon- 
don Agency, Limited, capital ;^5,000, which apparently had 
some interests in after years in setting afloat the Electric 
Sun Lamp and Power Company, 

. In the middle of 1880 the Electric and Magnetic Com- 
pany, Limited, was formed to purchase the Jablochkoff 
patents for England and most of the colonies ; but it 
subsequently sold them to the Jablochkoff Electric Light 
and Power Company, Limited, promoted two years after- 
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wards. The only other company registered in that year 
was Siemens and Co., Limited^ to purchase their electric 
light business, but the shares were privately allotted among 
the members of that firm, so that, up till the end of 
the year 1880, only six companies were really in 
existence. 

The advent of 1861, however, brought more briskness 
to the newly-found industry, which was destined to do such 
wonders at no distant date in revolutionising the lighting 
of the world. In February, 188 1, The Swan Electric Light 
Company, Limited, was brought out, with a capital of 
;f 100,000, and this company paid Mr. J. W. Swan ;^SO,ooo 
(half in cash, half in shares) for his patent rights. In 
the following year advantage was taken of the so far 
successful working of his lamps and the still more success- 
ful promotion of light companies, to dispose of their 
business to The Swan United Electric Company, Limited, 
The Electric Light and Power Generator (now The Maxim^ 
Weston Electric Light Company) was inaugurated on ist 
April, 1 88 1, and appears to have paid altogether for the 
Lontin patents, the Harding and Rapieff patents, and the 
Maxim, Nicholls and Weston patents for England, India, 
and the colonies, together with certain machinery and 
plant, ;^i04,soo, out of an original capital of ;^ 150,000, 
afterwards increased to ;^ 172,500. More recently, they, 
having gone through all their disposable capital, were again 
in the market for more ready money. The London Contract 
Company was also formed in 1881, and took a part in the 
formation of sundry undertakings, notably in the Jablochkoff 
and the Electric Sun and Lamp Companies. In August 
and November, 1881, the Anglo-Colonial Electric Light 
Company, Limited, and the Anglo-General Electric Light 
Company, Limited, — twin brothers, — with capitals of ;^8,000 
and ;£"24,ooo respectively, were formed, as syndicates, to 
bring out th^Laing Electric Light Company, Limited, which, 
out of a capital of ;^ 1,000,000 was charged ;£" 120,000 for the 
cost of the patents, the difference intercepted by the two 
syndicates being apparently ;^88,ooo. Why this company 
could not have been set afloat without the interference of 
two syndicates it is impossible to divine, unless it be that 
the capital was so big that it would have to be curtailed in 
some way, and that this was the only method that 
suggested itself to bring about this curtailment. At the 
end of 1 88 1 the list of companies formed Ayas only about 
TWELVE in number, and of these some were merely floated 
to assist in floating others, while the systems represented 
by them were the Wallace-Farmer, Brush, Jablochkoff, 
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Lane-Fox, Swan, Maxim-Weston, Lontin, RapiefF, Cromp- 
ton, and Laing. 

Things thus far had gone on quiescently, and much had 
been done to improve the various forms of lights and 
dynamo-machines. The patent office had been besieged by 
inventors, the best of whose inventions were taken up and 
shelved by the " knowing ones " who^could bide their time 
to shower them upon the public. That time had now 
come. In January, 1SS2, four companies were registered ; 
in February ^wo ; in MaLVchJive; during April /our, and in 
May no fewer than thirty-five. On one single day in the 
last-named month as many as seve7i companies — four of 
them of the Brush brood — applied for registration, and 
still promoters were far from satisfied. Assisted by Stock- 
Exchange manoeuvring, which forced the quotation of 
shares of companies of very questionable promise to a high 
premium the day they made their first appeal to public 
notice, and fresh companies taking care to quote this fact 
in all their prospectuses, we find that fourteen companies 
made their dibut in June, whilst in July and August (when 
everybody is supposed to be out of town) a short breathing 
space was given, only three and one respectively being 
registered in these months. We had also a few in the 
waning months of the year ; but before then many had 
had quite enough of electric lighting, so the last few efforts 
did not meet with the pronounced and favourable recep- 
tions which greeted earlier attempts. 

It would occupy too much space here to detail the sales 
of concessions to various parties, and the syndicate com- 
panies which were floated in rapid succession while yet 
there was time, but this can be in part gleaned from a 
study of their prospectuses, the principal of which are 
referred to in the following chapters. Anything having an 
affinity to electricity, whether in the shape of a light, or 
telephone, or insulating material, or agency to deal In any 
of these articles could have been floated by the wire-pullers, 
and the competition fpr a time seemed to be not on the 
part of companies to get subscriptions, but of the public to 
obtain shares which, in the event of not being allotted, they 
purchased at higher prices from those who took good care 
to have a substantial allotment What the result has been 
we all know ; and it is to be regretted that not only are 
shareholders left with much worthless scrip on their hands 
in insolvent undertakings, but that many bought them at 
high premiums, for not only did those who got up the 
companies obtain a large sum in cash, but were able to get 
rid of the bulk of their shares at double and treble their 
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par value, knowing well that when the turn came they 
could, if so disposed, buy them again at nominal prices. 

During the past few years, then, there have been alto- 
gether ninety-one companies registered with nominal 
capitals aggregating ;^ 26,000,000, an amount out of all 
proportion to the present necessities of an industry which 
IS only passing through the experimental stage; and this 
is the more apparent when it is taken into consideration 
that the debentures and paid-up capital of all the British 
gas companies quoted on the Stock Exchange do not 
exceed ;^30,ooo,ooo. 

What is the present position of matters ? The balance 
sheets of such of the companies as have published them 
show that the bulk of their capitals has been absorbed by 
the heavy sums paid for so-called " valuable patents " and 
extensive outlay for plant, for which there is no ready sale, 
the assets for the most part consisting of sundry shares in 
offshoot companies, which are at present of no value. Of 
the principal companies quoted in the official list of the 
Stock Exchange, representing a considerable capital, it 
may be stated that the quoted prices at one period reached 
an average of four times their par value, whereas now, 
with attenuated funds and a lack of profitable business, 
they stand at a heavy discount Many, by misleading pro- 
spectuses, got their shares subscribed for, and some, which 
at the time were much sought after, are now left to the 
tender mercies of the liquidators. Unfortunately, this 
does not occur until after the bulk of the capital subscribed 
has been passed on to the promoters, so the shareholders 
are left to suffer. 

We append a list of the companies floated, or en- 
deavoured to be floated in connexion with electric lighting, 
showing the amount of their nominal capital, what was 
absorbed by the patentees and promoters, the systems they 
intended to use, and so far as can be ascertained the 
transfers and sales that were arranged. Although every 
endeavour has been made to supply reliable information, 
the table may not be absolutely correct in every detail, but 
sufficient to give a fair idea of the extent of the operations 
carried on so merrily for a few months in 1882, and on a 
smaller scale in previous years. 
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CHAPTER X. 

ELECTRIC LIGHT UNDERTAKINGS. — I. THE BRUSH 

FAMILY, 

"Is success the index of merit ?" 

DIVERS ways of attracting capital were spoken of in 
the pages devoted to " Word-Painting," but the 
prospectuses of this new field of investment were not then 
examined, as it was thought desirable to defer allusion to 
their artistic efforts until we came to deal with the subject 
as a whole. The method before employed of giving the 
actual phrases of the prospectus in all their glaring bril- 
liancy is here adhered to, and the comments made by no 
means exhaust the questions involved in their modes of 
procedure. 

As the questionable honour of first place is due to the 
Brush companies, from the magnitude of their operations, 
it has been considered well to begin with them, — not that 
this is to be viewed as any disparagement to the other 
systems which followed so closely in their footsteps, whose 
efforts will supply material enough for another chapter. 

To show at a glance the result of these operations, we 
direct attention to the following table, which we believe to 
be approximately correct and in keeping with facts, so far, 
at least, as the intricacies of joint-stock promoting are 
accessible to outsiders. It will readily be understood, how- 
ever, that certain money transactions incident to the floating 
companies do not always transpire : — 
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First, let us inquire into the career of a notable offshoot 
of the Brush : — The Hammond Electric Light and Power 
Company^ Limited^ which acquired the rights for West- 
minster and twelve counties in England (some of which 
it succeeded subsequently in disposing of), and then follow 
with the other members of that now not altogether happy- 
family. It assured the outside world that " the total capital 
'* of the few existing electric light companies " (there were 
quite enough of them very shortly afterwards) " as com- 
** pared with the capital invested in gas, is extremely small, 
"and quite inadequate to cope with the electric light 
" business of the country. There is therefore ample room 
" for a new company." This preamble taken as granted, 
the directors proceeded to lay down the proposition that 
" it is of the utmost importance to choose the best system," 
which we must all agree to. They, it naturally follows, 
have chosen the best, as they go on to say that besides 
possessing the most satisfactory Arc Lamp, " The Brush 
" Machine is considered to be the best dynamo machine for 
" generating electricity." As a proof of this " the £\ paid 
"(;£'io) shares of the Anglo-American Brush Electric Light 
" Corporation, Limited, are- now standing at £<j, los.," and 
they further testify to Mr. Hammond having made from 
working the system "a net profit, up to 31st December 
"last, 1881, of ;£"4,62i. 7s. 8d. on business done, as verified 
" by the auditors." They go on to reckon that this will 
continue, and it is computed that " the sale and installation 
"of 150 machines annually would alone yield a handsome 
" dividend on the capital." But in addition to this, good 
profits are anticipated to accrue from the starting of central 
lighting stations and the formation of sub-companies y which 
gives a clue to the way in which the company was to 
become successful in the immediate future. They must 
have pinned their faith on the latter as being more directly 
profitable, iox on the i6th, 17th, and 18th of May, 1882, 
four companies were floated under their acquired patents. 
The rights for Westminster were sold to the City and 
Suburban Electric Light Company (the syndicate for the 
great Metropolitan " Brush ") for ;&20,ooo, the Staffordshire 
and Worcestershire Brush were allowed to work the patents 
for these counties for the modest sum of ;£^5o,ooo, the 
Warwickshire patents brought in ;£'2 5,000, and the York^ 
shire Brush Company took over the patents of that 
district for ;f7S,ooo; so that the Hammond Company was 
only a few months old when it had become possessed of a 
substantial amount in cash and shares by imitating the 
policy of its successful parent. The prospectus of the 
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Metropolitan " Brush '* affirmed that " the Metropolis, with 
^*its population of upwards of four millions, has many.thou- 
^* sands of miles of roads and streets, which it may safely 
" be assumed will before long be lighted with electricity." 
Why the monopoly of lighting them, which is the inference 
to be taken from this statement, should be an attribute 
solely attaching to the Metropolitan Brush Company, i3 
not adequately explained. Like most of the others, the 

Staffordshire and Worcestershire " Brush " Com- 
pany harped on" the exclusive rights to use or sell the Lane- 
Fox Incandescent Lamp- (which was not, in point of fact, 
correct), and names twenty-eight towns which are likely to 
be anxiously awaiting their operations, and " it is claimed 
" that the Brush system of generating electricity is acknow- 
ledged to be the best, not only from the brilliancy, 
^•steadiness, and uniformity of the light, but from its great 
'• economy." Electricity, it informs us, " is healthy, cool, 
" does hot vitiate the atmosphere, and produces a steady, 
i* brilliant light,'* which, perhaps, was known before. Of 
course "the cost of. lighting the City of London by the 
"Brush system had been less than gas, while the other 
systems of which trial had been made burned from twice 
to five times the cost of gas.'* A long article from the 
Money Market Review about electric lighting in general is 
appropriated to serve the purpose of this particular com- 
pany, in which the following was calculated to " fetch " 
investors : — ^** It is evident we are on the eve of immense 
^'developments in connection with electricity. All the 
^'wonderful things which have lately been said of it, and all 
^* the remarkable movements which have taken place in the 
=" market, have reference to the assumed profits of electric 
" lighting. But lighting is only one, and will probably prove 
*•* one of the smallest of the uses to which electricity will be 
■** put. Givpn only the power of storage, and its force may 
*' be directed to almost anything.*' This is just one of those 
■prophetic articles to which no legitimate objection can be 
taken at the time, but which can be utilised to mislead if 
not fully explained. The article refers to a distant future, 
and wants us to grant them ^^ power of storage as some- 
thing to start from ; the prospectus wishes it to be under- 
stood that this storage is accomplished, the prophecy 
already fulfilled, and nothing to be done now but reap 
the attendant advantages. Hard-headed investors . want 
immediate dividends, not to lock up their capital and wait 
for the happy era of universal electric application, espe- 
cially if in waiting their money is liable to be eaten up :by 
experiments and by boards of directors who do not sit for 
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nothing. The Birmingham and Warwickshire 

** Brush " came out in gaudy colours of red and black on 
a white ground, and on its front page casually alluded to 
the \2\ per cent dividend, and the "enormous sum" of 
>f99,SOO the Anglo-American Brush Corporation had 
carried to its .reserve fund, also to the Hammond shares 
£2. IDS. paid being quoted at between ;£" 19 and ;£'20, and 
the parent company's £\o shares not to be bought under 
£60. This and the YORKSHIRE "BRUSH" prospectus 
revelled in the identical statements used by the others 
which we have just detailed, and all of them took occasion 
to enclose a goodly list of companies and firms which were 
using the " Brush " light, and at that time it certainly was 
most in favour. But they made bold to presume that in 
this age of scientific progress it would continue to be so, 
although rival systems were already in the field, some 
possessing qualifications superior in many respects to the 
^ Brush," and, once the floating mania commenced, /^ also 
sought to impress their, merits upon owners of capital. 

Next we come to review a few of the other offshoots from 
the parent stock, and it will be seen that substantially they 
rest their appeals for subscriptions on somewhat similar 
grounds to those just commented upon. The Midland 
** Brush " took occasion to refer to the sums realised by 
Mr. Hammond from working the system for ** a few months 
in 1 88 1," and to the premiums at which the shares then 
stood. Their concession was erroneously (as it has since 
turned out) said to include the sole right to use all the 
Brush and Lane-Fox patented machines, lamps, &c., and 
they stated "profits would be derived from a special dis- 
" count of 20 per cent, allowed by the Brush Company on 
** machines and lamps supplied to them, and from contracts 
" and granting of sub-licences to local lighting companies/* 
Their ground was to cover Cheshire, Nottingham, Shrop- 
shire, Montgomery, Merioneth, Caernarvon, Denbigh, 
Flint, Lincoln, Oxford, Northampton, Berks, Leicester,, 
and Anglesea, — a very fair field, certainly, if business was 
to be the outcome of the grant. 

The " Brush " Company of Scotland states : — ** In ad- 
" dition to the above (referring to the usual advantages) 
"the company will be prepared to grant licences- to 
** separate companies to take up the work in such cities as 
" Glasgow, Edinburgh, Dundee, &c." It also reminds us 
that ** The Brush Company's shares are now quoted at 
" nearly 200 per cent premium, and the Hammond at 
" 100 per cent, premium, and the present undertaking with 
*' its important prospects will doubtless also quickly attain 
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" a similarly favourable position.'^ It gives details of a 
number of contracts relating to its acquisitions, but omits 
to note the interests of each of the contracting parties, 
and how much adhered to the numerous hands it seemed 
to have passed through before being publicly issued. It 
was partly acquired from the Scottish " Brush/' a syndi- 
cate previously formed for that country. 

The South-eastern " Brush " was to take possession 
of the counties of Surrey, Kent and Essex (excluding the 
Metropolitan Postal Districts), and enumerated in its pro- 
spectus the chief towns in them, all of which were 
supposed (contrary to results so far) to have been eagerly 
waiting their advent amongst them. One exceptional 
feature they dilated upon ; for, besides electric lighting " it 
" is intended to erect dep6ts in suitable centres for g^nerat- 
" ing electricity to supply all classes of customers, or as a 
" conductor of motive power for driving railway, tramway, 
" and other carriages and machines ; recent experiments 
" having proved that there is hardly any limitation of the 
" varied uses to which electricity can be applied." Their 
programme was an extensive oqp, and we hope their praise- 
worthy and ambitious schemes will yet be carried out. 

The Provincial "Brush" secured the rights for 
Hertford, Bedford, Cambridge, Bucks, Hants, Norfolk, 
Suffolk and Rutland, but it would be needless repetitioD 
to detail all the blessings their working was to bring to 
shareholders, — they are so much on a par with those of the 
other companies. 

The Australasian Electric Light, Power, and 
Storage Company was formed from a Syndicate Company 
which had previously been initiated, and two directors of 
that company are to be found on the new board. This com- 
pany did not seem to have quite settled on the matter of 
storage, which circumstance certainly showed traits of 
wisdom. But, "it will endeavour to secure the best 
" system of storage," and " the vendors also make over 
" certain optional rights they possess to a new accumulator 
*' which has not yet been practically tried, but 
" which is BELIEVED to be .of considerable value." The 
Colonies, which have never been accredited with jEuiy 
diffidence in " blowing their own trumpets," it is in confi- 
dence stated "do not progress by slow steps like older 
" countries, but by * leaps and bounds.' The colonists are 
" active, enterprising, and wealthy, and they deny theni- 
" selves nothing that is likely to benefit their country. 
" When the value of a new invention is proved, its use is 
"demanded from all quarters." It is certain that this 
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disposition on the part of the colonists has been ably taken 
advantage of by the promoters of at least three other 
. systems ; so that, considering the population of all the 
Australian and New Zealand provinces is not over three 
millions of souls, and that many of the towns are very 
small, their opportunities for spending money will bie 
ample. They have not yet, however, shown a greedy dis- 
j)osition to take up these various systems of electricity 
** by leaps and bounds." 

But our Australian colonies are not alone in having 
their wishes for electric lights anticipated for them; for 
we have to record a good-natured rivalry on the part of 
South Africa. THE SOUTH AFRICAN "BRUSH" par- 
ticularises the imports and exports, revenue, &c., of Cape 
Colony for the decade 1871-1881, and argues from this 
that a wide field exists for the company's operations. It 
goes on to say that " the concession from the * Brush ' was 
"granted on favourable terms" to a firm of South 
African merchants in 1881, and "that they are willing to 
" part with it for ;^ 2 5,000 in cash." What wonderful self- 
denial this must have been to let it go ! "Three of the 
"directors being interested with the vendors, will not take 
"their seats on the board until after completion of the 
" purchase." This, of course, was a pleasant little for- 
mality to show that the vendors, not being yet on the 
board, could not have the fixing of the purchase price all 
their own way. South Africa also has been besieged by 
the vendors of other systems. 

• The Anglo-Spanish " Brush " was to cater for '" the 
Kingdom of Spain," and, " as its important colonies of 
" Cuba, Porto Rico and the Philippines, with a popu- 
" lation of 20,000,000, offer for many important reasons 
" a special and extensive field for the use of electricity," it 
was considered that Spain should not be behindhand in 
getting a company provided for its wants. One of the 
" special reasons " is that " some of the towns are entirely 
" without gas supply, owing to the scarcity and deamess 
"of coal," and we trust, for the success of the company, 
that other fuel is correspondingly cheap and plentiful. It 
jafiirms that " the public appreciation of the * Brush ' 
**. system is evidenced by the price of the shares of the 
"* Brush' and Hammond companies." But perhaps these 
prices were not so much owing to public appreciation as to 
stock exchagne and jobbing interests. 
. The ground covered by the Anglo- AUSTRIAN " BRUSH " 
.Company is Austria, Hungary and Roumania; and the 
directors plainly announce their intention of taking imme- 



Electric Light Undertakings. 73 

diate steps to form and promote local companies; let us 
hope with local capital. 

Although there were others brought to public notice, as 
a reference to the table will show, some of which did not 
meet with that approbation to which they, without doubt, 
considered themselves entitled, the last of the Brush 
enfants to be noticed here is The "Brush" Company 
OF Ireland, which was acquired partly from the " Dublin 
Brush" previously in existence, and partly from the original 
company. "As the coalfields of the country are few 
" and the output small," little could be relied upon from 
these to supply electro-moti/e force, but "it is well known 
'"that the horsepower of water in Ireland, running to 
f waste day and night, is very great, while distance is of 
" little hindrance in the use of electricity." But distance^ 
however safe and pleasant in viewing certain phenomena 
relating to that country, does not ** lend enchantment^' to 
the conveyance of the electric current, as the loss of the 
fluid by leakage, when carried over lengthy wires, and the 
great cost of the wires themselves, suitable to convey it in 
sufficient quantities, are hindrances which have not yet 
been overcome. It may be that the assertion to the con- 
trary is only a taste of Irish pleasantry, and to be taken 
cum grano salts. Perhaps the waste of man power which 
takes place in the sister isle is also an element that 
requires to be considered when investing in undertakings 
pertaining to that country, unless the company relies on 
Government eventually subsidising its efforts to introduce 
light on Irish proceedings. It may be that the smack of 
American blood in the Brush company would counteract 
any tendency in Irishmen to view this as another infliction 
from England. 

It would be hazardous to attempt, in the absence of 
balance-sheets, an estimate of the present financial position 
of those companies. Of the total capital issued^ about 
half was expended in cash and shares to satisfy the 
demands of the vendors, so that, if all the shares already 
issued were fully paid up, 20 per cent, would require to be 
earned to allow of dividends equal to those earned by our 
leading gas companies, which they are to compete with. 
The balance-sheet of the " BRUSH " parent, issued at the 
^nd of 1 882, showed that the floating mania had brought 
into their coffers the enormous sum of £ll^yOOO in cash, 
besides ;£" 144,000 in shares of sub-companies, and on their 
paid-up capital of >f 245,000 they had declared a dividend of 
100 per cent, which, at the time, gave them a decided 
prestige. The declaration of this dividend assured the 
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directors (whose fees were ingeniously made cuniulative 
after a certain dividend had been paid) a sum of 
;£"2S,896, or an average of ;£^3,240 each for their services. 
This was " in accordance with the articles of association." 
After paying the grand dividend, we find a few months 
later that further calls are being made on shareholders to 
carry on the company, and that at the end of 1882 they 
had on hand ;f 93,000 of stock which was not readily sale- 
able. The then chairman has seen fit to resign, and hjs 
place is now filled by another. Of the sub-companies 
the "Hammond" is the only one which we are in the 
habit of now seeing quoted in our daily papers. Some of 
the others are in Chancery, and one has applied to hav» 
its capital reduced, a process which no doubt is being 
gradually carried on by the remaining undertakings without 
any formal application. 



CHAPTER XL 

ELECTRIC LIGHT UNDERTAKINGS {continued), 

n. — OTHER FAMILIES, 
" The cry is, * Still they come.* " 

BUT, although the Brush system was the great pioneer 
in the mania of 1881-1882, it did not entirely mono- 
polise the field of investment. It may be accredited with 
jf 6,000,000 of the capital sought; the remaining;£'20,ooo,ooo 
asked for was spread over a number of different systems, 
and it is our duty now to lay before our readers the salient 
points in the schemes of the principal of these ventures. 

The Electric Light and Power Generator Com- 
pany, Limited, commenced in April, 1881, and attracted 
to itself a very strong board of directors, — men well known 
in scientific and engineering circles. They had acquired 
the Lontin and BjapieffzxiA Maxim-Weston patents, " upon 
"which £y>yOOO had already been expended in experi- 
*' ments," and no doubt were anxious when a suitable 
opportunity arose to recoup that expense. To the public 
invited to subscribe they said, "it will be readily 
** understood " (why, they do not explain) "that it is 
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'^ undesirable to publish the details of the working and 
"probable profits of the company," — an item some are 
anxious to know when going into ordinary investments, 
but its absence excusable, perhaps, when an electric light 
is in question, and public feeling in a state of high tension. 
They hazard the information, however, that " a sufficient 
number of lamps and machines can be produced to pay 
a handsome profit to the shareholders," but omitted 
to add that producing is one thing and their profitable 
disposal when produced another. Meantime they are 
far-seeing enough to appropriate ^£'50,000 in shares for 
the vendors and ^£'7,500 for plant and machinery. This 
company was afterwards formed into The Maxim- 
Weston Electric Light Company, and acquired 
further patents at a cost of ;£^54,500 in cash and shares. 
Their sales comprise the rights for Scotland to the Rail- 
WAY and Electric Appliances Company for ;f 5,000 
in shares of that company and a royalty on lamps to be 
used, having also endeavoured to float the British 
Indian Electric Light Company, the Lancashire 
Maxim and Weston Company, and some syndicates for 
Australasia. 

The Railway and Electric Appliances Company, 
besides securing the above lamps, also acquired Kennedy's 
patents for dynamo-machines and an arc lamp of great 
power and steadiness, the latter "constructed upon an 
" entirely novel principle, combining cheapness in cost of 
" production with great simplicity of construction." " Cora- 
** pared with other arc lamps now in general use, the horse 
" power required for producing an equal amount of light 
" is considerably less." Quail, O mighty Brush ! The 
" Maxim-Weston " lamp is also " considered to be the best 
"incandescent lamp, having advantages of the greatest 
" commercial importance over any others." It quotes the 
Brush £\o shares at ;f 53 to show what may be expected 
from its own superior facilities, and the whole of the 
concessions are " acquired by the company upon terms 
" which the directors consider most moderate, embracing 
"the payment of £60^000,'' besides certain roj'alties and 
part profits to be paid to the owners of the lamps, &c. 
With all their facilities for making profits, this company, 
unfortunately, was threatened to be wound up, on the 
ground that the terms are not now considered to have been 
so moderate after all. 

The Laing Electric Light and Power Company, 
after referring to the complication of other systems, states : 
•''Quite recently Mr. Laing has invented a complete system 
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** of electric lighting, which claims to be superior to other 
*' systems in the compactness of the dynamo-machine and 
" lamps, the smallness of their prime cost,.and the efficient 
"and economical working of the apparatus." "This 
^'system has the great advantage of being a complete one, 
"and distinct from any system' now before the public." 
Again, " it is only the vested interests in gaspipes and gas-' 
^* works which can retard its (electricity's) general intro- 
'" duction in place of the poisonous agent already endured 
" so long," That is the way it choosers to ridicule our 
faithful old servant, gas, which still can hold its own in its 
own jog-trot way. "The granting of licences and sales of 
"concessions for the patents to corporations, companies, 
" and other public bodies will form an important feature in 
" the transactions of the company, aiid tfie directors hope 
" to realize from this source a much larger sum than is now 
"being paid for the patents," which was the somewhat 
modest amount of ;£" 120,000 in cash and shares. 

. The "Pilsen-Joel" and General Electric Light 

Company, after notifying in red type that gold and silver 
medals had been awarded to their lamps, says that at the 
Paris exhibition " the * Pilsen ' light has shown itself to be 
" superior for steadiness and absolute simplicity to every 
"other arc light,"— a tale we invariably hear from other 
companies with other systems, so this does not come as a 
surprise. "Owing to the absence of mechanism, the 
"'Pilsen' can be manufactured at considerably less cost 
" than any other arc lamp, it requires less attention arid 
" can be erected without the aid of skilled labour." The 
" Joel " lamp is fitted for everything that the " Pilsen^" 
cannot take up, and what the two cannot accomplish is 
performed by the GATEHOUSE Lamp ; so that all tastes 
are considered. As to sub-sales to companies, it remarks : 
" Negotiations are now pending, and large results may 
" fairly be anticipated from this source." The SCOTTISH 
Pilsen-Joel and General Electric Light Com- 
pany's prospectus is almost a copy of that of its parent, 
which soon kept its promise to float subsidiary under- 
takings, as this offshoot came out during the same month, 
and the parent claimed ;f 50,000 in cash and shares for the 
patents. But it appears that the cautious inhabitants of 
the northern portion of our island had had enough of that 
form of investment just then, and it is believed that the 
company did not go to allotment. 

The " Gulcher " Electric Light and Power Com- 

PANY also mentioned their receipt of a gold medal, and 
their prospectus contained a congratulatory puff upon the 
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"Brush" shares having been hoisted on such a lofty 
pinnacle of success. " It is proposed to sell the colonial 
" patents, as the directors expect the English business of 
" the company will be so large that it will occupy all their 
" attention." Its advantages over all other lights are on 
a par with the advantages all other, lights have oyer it, 
— ^viz., " whiteness, steadiness, cheapness, and freedom 
" from , danger." The Continental Electric Light 
AND Power Corporation .(Gulcher's patents) issi^ed a 
prospectus for the purchase of . the French, Austro- 
Hungarian, Belgian, and German patents, but this sale 
never seems to have been quite completed. It was asked 
£70,000 in cash and ;£'6o,ooo in shares for the rights, and as 
one of the directors was also a director on the Yorkshire - 
" Brush," this shows that these gentlemen are not wedded 
to any one system. 

The Electrical Power Storage Company started 
with a capital of ;f 800,000, and acquired certain rights in 
the Faure and Sellon^ Volckmar accumulators, at a cost of 
;f 530,000. Their principal sale was to The INDIAN AND 

Oriental Electrical Storage and Works Company 

whose business was rather the storage and supply of elec-. 
tricity than the electric right itself^ and they bought the 
rights for India, Ceylon, the Straits Settlements, Egypt, and 
Malta, for (say ;f 75,000) in cash and shares. It allows us 
to take its word that these forms of battery are a success, 
but does not afford details of how much horse power is 
absorbed and ultimately given out, neither does it say the 
cost of manufacture, nor what the profits; are likely to be, 
which are points we imagine would be of interest to 
intending subscribers, no matter how eminent the directors. 
The only information indirectly given on these heads is 
that " in estimating the profits to be made from a manu- 
" facture, the monopoly of which is secured by a patent, it 
" is undesirable to enter into details of cost." Perhaps this 
is so from a director's point of view ; but surely those who 
are publicly asked to subscribe should have some kind of 
estimate of the cost and probable returns before parting 
with their hard cash. This parent company was also 
interested' in a sale to The Electric Carbon Storage 
AND Apparatus Manufacturing Company of Scot- 
land, and the price put upon its acquisition was £26,2^0. 

The London and Provincial Electric Lighting 
AND Power Generating Company pinned its faith on 
the Gramme dynamo-machine, the British Incandescent 
Lamp, and the Chertemps Patent Arc Lamp, which last, " as 
"regards simplicity and economical working," it seemed 
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thoroughly convinced " it was impossible to surpass/' ancj 
it says that exceptional terms, yielding a considerable profit 
to the shareholders, were arranged for their supply. Its 
electrical appliances are to supply power through the day 
and light at night, which is to " form a special feature in 
** the working of the company." All these rights were to 
be acquired for £70,000 in cash and shares, and it made 
a comparison of the cost of these dynamo-machines and 
that of the "Brush," showing a saving of ;£^iio in first 
cost of each machine over their, at that time, successful 
competitors. 
The Phcenix Electric Light and Power Company 

took its stand on Fitzgerald's patents, and " the directors 
" are justified in the belief that they have secured the best 
" incandescent lamps yet invented, as testified by Professor 
" Varley, whose opinion on all matters connected with elec- 
*' tricity is indisputable ; they are, therefore, sanguine that 
**this company will excel the most successful electric 
" companies of the day." But this assurance had already 
been indulged in so often by so many other companies, 
that some difficulty would be experienced in knowing 
whose statements were to be credited. One great induce- 
ment to subscribe is that "it is the company's intention 
" to sell the patent rights for districts on the same prin- 
** ciple as that pursued by the Anglo-American Brush 
" Company with such success. By this means alone a large 
" income must of necessity be realized." The company 
acquired its patents for the sum of ;f 30,000 in cash and 
;6^40,ooo in fully paid-up shares. "The vendors are the 
** promoters of the company," and they pay all expenses 
of the company up to allotment, which was almost a nega- 
tive advantage, as they proceed to say : " Upon allotment 
" 2 per cent, on the nominal capital (equal to £SS>oo on 
** ;f 250,000) will be paid by the company to them towards 
" expenses," so that evidently they did not stand to be 
much out of pocket by the promotion. Some may not 
know that before the year had run its course the Phoenix 
Company was engaged in liquidating. When another 
electric craze sets in it may yet " rise from its ashes." 

The Duplex Electric Light Power and Storage 

Company makes this preliminary remark at the head of 
its prospectus : — ** This company is the * parent ' company 
" for domestic lighting in the same sense as the ' Brush ' 
" Company is the * parent ' company for the lighting of 
" large areas, and it is believed equally large premiums will 
" be received from concessions and licences. Already a 
** concession has been granted for a provincial district for 
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*^25,ooo. No purchase-money or promoters' profit" 
Such information was calculated to "fetch" would-be 
subscribers who were wavering which company to put their 
money in. It goes on to say that theirs " is the only 
" systeni known which has solved the difficult problem of 
** how to work the ielectric current so as to make it avail- 
"able for lighting private houses." We somehow think 
that a similar anticipated result was also claimed by a few 
other systems. With such fair prospects, it is to be 
regretted that the company was so soon to be wound up. 

The Jablochkoff Electric Light and Power 
Company is one of the oldest practical workers in the field, 
both here and on the Continent. The system was first 
introduced to this country by the Soci^t^ G^n^rale d'Elec- 
tricit^, which had lighted the Thames Embankment for 
several years. On this the new company founded its 
claim to public favour, and, after taking to itself for 
domestic lighting certain rights to use the " Maxim- 
Weston" lamp, came before the investing world for 
;f 300,000, one-half of which was to be paid for the acquisi- 
tion of the patents. These seem first to have passed 
through the hands of the London Contract Company, who 
sold them to the new enterprise. 

The '*Swan" United Electric Light Company, 
Limited, with a capital of one million sterling, com- 
menced by issuing ;f 500,000 shares, a portion of these being 
allotted to the vendors, and was formed to purchase the 
established business of "Swan*s Electric Light Com- 
** pany. Limited," and Mr. J. W. Swan's principal foreign 
and colonial patents. They acquired also the right 
to use, free of royalty. Swan and Sellon's patents for the 
storage of electricity, and instanced numerous public 
buildings and businesses, private residences, and steamship 
companies, where their system was in use. The purchase- 
money was not trivial, but it must be remembered that it 
was to buy a well-known and comparatively successful 
business. For the business, goodwill, property, assets and 
liabilities, of the Swan Electric Light Company, Limited, 
and the United Kingdom patents ;f 52,000 in cash and 
;f43,750 in shares ; for the Foreign and Colonial patents, 
and the Paris manufactory ;f 30,000 in cash and £70,000 
shares were demanded. It also acquired an interest in the 
"Crompton" Arc Lamp for ;£"! 5,000 cash and ;^5,oooin 
shares. 

W. T. Henley's Electric Light and Power Com- 
pany, Limited, came out with a capital of ;f 100,000.^ The 
leading advantages claimed for this company, in addition 
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to those in which all the other undertakings affect to be 
foremost, — v\z.y " simplicity and economy of construction, 
and remarkable steadiness and brilliancy," were "his 
" dynamo-machines require less motive-power to produce a 
" given amount of electro-motive force than* is required by ' 
" any other machine, and are equally applicable to both 
" incandescent and arc electric lighting" and "Novelty in his 
" dynamos and lamps of eight different kinds, all different 
" from any before patented." The value of those inventions 
was to be judged^ from the value of Mr. Henley's other 
inventions in 'the paths of electricity as applied to tele- 
graphy, — an inference which does not necessarily follow. 

The " Markland " Electric Lighting Power and 
" Regulator " Company desired to attract a capital of 
;6^200,ooo, and it states that " in consequence of the costly 
"and comparatively prohibitive prices of all existing 
"electric lamps it is confidently anticipated that the * Mark- 
"land* lamp and regulator must NECESSARILY be UNI- 
" VERBALLY adopted, as a saving will thereby be effected 
" of at least 75 per cent, on the published charges of the 
" present most favoured electric lighting company, leaving 
**a profit of 60 per cent, on the manufacture." Why 
necessarily, and why universally, we are at a loss to say, 
or else the " BRUSH " and all others may close their 
establishments. 

The Standard "Fyfe-Main" Electric Lighting 
AND Construction Company issued their prospectus, 
accompanied by a full view of their works, which seem 
from the sketch to embrace a large frontage on the Thames, 
miles of buildings stretched out as a background, and the 
shipping interests well down to Gravesend. They, like 
most others, intend to do a little in the way of floating 
sub-concerns ; for England, Scotland and Ireland are 
mapped out into eleven districts to which they propose to 
sell their patent rights. In fact, "negotiations have already 
" been opened for the sale by the company of several of 
" the above concessions, and the directors will proceed to 
" deal with them and others for the various districts without 
"delay, so as to spread the company's system over the 
" whole of the United Kingdom in anticipation of the 
" Electric Bill now before Parliament," a Bill which was 
not absolutely favourable to the indiscriminate spreading- 
of a network of electric companies, but was intended to 
limit this haphazard method of procedure. 

Edison's Indian and Colonial Electric Light 
Company came out in a less ostentatious form than many 
of the others, and relied on the name of Edison and the 
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work he had already accomplished more than on the use 
of embellishing phrases in the prospectus. The employ- 
ment of boasting language generally is found to be in 
inverse proportion to the chances of success, and the price 
fixed for patent rights follows the same rule. We find here 
that ;£'ioo,ooo was asked for Edison's patents for India, 
Ceylon, Australasia, and New Zealand for all his invei:>- 
tions with regard to dynamos, regulators, and lamps. Up 
promotion-money is paid, the agreements are made direct 
between the proprietor, his agent and the directors, 
and the only clause in the prospectus that seems at all 
objectionable, from a shareholder's point of view, is " the 
** remaining profits, subject to a percentage payable to the 
" directors, will then be divided equally between the A and 
" B shares respectively." This percentage might as well 
have been distinctly stated. 

The Electric " Sun " Lamp and Power Company 

plainly avows its objects in the first clause of the pro- 
spectus, which is as follows : — " This company has been 
" formed for the purpose of acquiring the patent for the 
" United Kingdom of the invention known as the Electric 
" ' Sun ' Lamp, the advantages of which are now so well 
" known, and for promoting local companies or associations 
" for the working of the same." It also takes a firm stand 
on " simplicity and efficiency," and perhaps it is only 
natural that in doing so it should have no serious objections 
to depreciate its neighbours by remarking: " It is now gene- 
" rally conceded that lighting by electricity will eventually 
" be adopted everywhere, but none of the various systems 
"which have hitherto been introduced are sufficiently 
" effective, simple, and economical to satisfy the conditions 
" under which alone electric lighting can be brought into 
" general use." Not that it was very far wrong in saying 
so. Of course it is to alter all this. It is " based upop 

" an entirely new principle is a new departure in 

" electric lighting." As this light " nearly approaches to 
" the steadiness, the colour, and the character of sunlight,'* 
it has wisely monopolised to itself the name of the " SUN," 
and, as "the cost to the public for each lamp will not 
exceed 2s., as against £\o to £\^ for other systems," it is 
obvious that it ought to supplant every other. To judge from 
the twenty-two extracts from newspapers and the reports of 
their own engineers enclosed, if everything is borne out in 
future practice, ;^ioo,ooo in cash was not putting its pur- 
chase at too high a figure ; but, as other companies might 
obstinately see fit to dispute their assertions with respect to 
monopolising the entire field of electric lighting, perhaps 
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the disposal of the half of its entire capital in the acquisi- 
tion of the patent rights for the United Kingdom was 
unwise, especially when such installations are attended 
with so great expense. 

The " J. B. Rogers " Electric Light and Power 
Company, like the last-mentioned concern, presumes Upon 
becoming a parent, and takes unto itself the full respon- 
sibilities of that laudable intention. Following in the foot- 
steps of some of its predecessors, it prophesies that it will 
be the ** light of the future," as it had a perfect right to do. 
As a proof of its capacity for assuming parental duties 
and obligations, " the various applications receiyed from 
' " various parts of the United Kingdom for concessions not 
"only indicate the value of the inventions, but afford 
" evidence of the lucrative return likely to be secured. It 
" is also confidently anticipated that large profits will be 
^ realised from the sale of the Foreign and Colonial patents." 
— ** The enterprise offers exceptional advantages for foster- 
^* ing the formation of subsidiary companies, and in respect of 
** profit promises to rival every similar undertaking." The 
name of the secretary was Mr. Wisdom. 

The "Self-Generating" Electric Light and 
'Power Company modestly asked for a capital of ;£"300,ooo 
to commence business, ;£"! 20,000 of which, chiefly in cash, 
was to find its way into the pockets of the vendors, the 
directors retaining the right to pay the whole in cash if 
they think fit "Applications have already been received 
" by the secretary for the purchase of concessions to use 
"this invention in different districts of the United King- 
" dom and abroad for sums amounting in the aggregate to 
'" ;f45o,ooo, which it will be seen is largely in excess of the 
" capital of the company," so that the purchase price was 
evidently fixed too low. It was to adopt Simon's Incan- 
idescent Lamp, which ** claims superiority over every other 
"in respect of simplicity, small cost of manipulation, 
; " econoiny in tise of carbon, the saving of trouble and 
" waste in frequent changes, and the minimum of liability 
"to get out of order." The light is said to be at work 
somewhere in Leeds, but nothing is mentioned about its 
construction. Perhaps, as it is self-generating^ mere words 
could not describe it. Were it not for the universal appli- 
cation o{ ex nihilo nihil fit ^ we should have felt bound to 
believe that in this lamp the stone which philosophers have 
been so long in search of had at last been found. 

A reference to the list of companies registered will show 
that, besides the undertakings specially referred to, started 
ostensibly for the purposes of actual work, there was an 
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attendant train of over twenty companies, bearing such 
titles as Electrical Supply and Maintenance; Electrical 
Association; Trusts and Investments; Electrical Agency and 
Contract Companies. The only shadow of reason for their 
existence at that time was the evident endeavour to get a 
hold of some of the capital attracted to things electrical, 
as the objects stated were exceedingly vague. Many of 
these trusts, &c., never attained allotment ; and, to show 
the hoUowness of their aims, one contract and maintenance 
company succeeded in getting a large capital together, 
which has been unemployed, because, as the principal 
working companies are conducting their own lighting 
arrangements there is nothing to expend it upon. Much 
of this touting for capital for the mere sake of providing 
funds for promoters and fees for directors was no doubt ' 
due to the assistance the mania received from such articles 
as the following, taken from a leading daily, and written 
in a style rendering it a fit accompaniment to any 
prospectus : — 

*' Mr. Edison and his colleagues in scientific invention have sue* 
ceeded at last in 'magnetising' our Stock Exchange. There has 
been a fever, a furore, a passion, a mania for lighting the whole world 
lip with the electric lamp ; company after company is springing into 
existence with projects more or less wide-reaching, and the * cry is 
still, they come.' They cannot follow each pther fast enough, it 
appears, for the public appetite,, since shares are scarcely allotted 
before they fly up to an astounding premium, and the market a day 
or two since presented the phenomenon of electric scrip on which four 
pounds had been paid quoted above thirty, and ten pound paid shares 
selling for sixty^ In the case of one new scheme brought out recently, 
on the day appointed for subscriptions, at a certain bank in the city, 
it is currently rumoured that the crowd of applicants for shares blocked 
up the approaches to the counter. Many persons who could not get 
there were seen to twist their letter of request and the cheque inside 
it into a ball of paper, and flinging the missile oyer the heads of the 
serried mass in front, go away without even awaiting a receipt The 
show at Paris, followed by the splendid exhibition at the Crystal 
Palace, demonstrated that the electric lamp must and would be the 
light of the future, and the only questions remaining are of improve- 
ment in details, methods, and supply. It is a sound instinct, there- 
fore, which tells the public that the time has arrived to * go in ' for 
electricity. There will be thousands and millions of the bright jewels 
of magnetic lustre where now we count them by dozens ; and^ just as 
railways thrust out of general use the slow stage-coach, or lucifers the 
clumsy brimstone-match, so this new friend of man, the * delicate 
Ariel ' of electricity, will abolish the lurid, foul, unwholesome, and 
costly gas, and give us ' daylight by night * which will not poison the 
air, or, encumber and disfigure the roadways, or ruin the books, the 
pictures, and the health of households." 

It is to be regretted that the initiation of every new 
commercial and industrial era should be attended by such 
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a flock of half-fledged Schemes, which do nothing but 
damage the promotion of the sounder enterprises, creating, 
when the excitement ceases, a disgust in the public mind 
which is not readily forgotten. The progress of the 
industry is retarded, and even its most brilliant achieve- 
ments are for a time looked upon with distrust. The 
working out of the problem of ELECTRIC LlGHTlNO has 
made great strides within the past few years ; an Act has 
been passed by Parliament to regulate its introduction and 
prevent its becoming a perpetual monopoly as in the case 
of Gas and Water, and the industry is so far recognised 
35 to have a directory specially devoted to its interests. 
To what extent the flow of capital was attempted to be 
diverted into improper channels may be gathered from a 
short extract from the introduction to that work in its 
issue for the present year, 1883. It says, and says well : — 
" Inventors, ripe or not, came forward, electricians pro' tern. 
"rushed to the patent office to create a property which 
** might be negociable, and some succeeded in vending 
"their goods in the verdant state, such was the craze for 
" something unknown and wonderful. It seemed as if the 
" inventions were mere pretexts for enabling speculation to 
" have free scope ; and, in fact, it was nothing else than 
" unhealthy financial jobbery. A few of the companies so 
" formed were, of course, genuine, but the majority of thenv 
" had no reason to be, and cannot possibly last. In all 
" likelihood some people have, or will have to pay dearly 
" for their blindness, the electro-financial gentlemen having 
" by this time prudently retired with their earnings." 



CHAPTER XII. 

RAILWAYS, BANKS, INSURANCE AND SUNDRY 

ASSOCIATIONS. 

" Success is the index of merit." 

A TREATISE bearing on Joint-Stock Companies 
would be incomplete without a brief sketch of those 
undertakings which, from their very nature, can only be 
attempted nowadays by a large command of capital, and 
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which hold out the most eligible field for joint-stock 
enteiprise. We refer to railways, banks^ and insurance 
companies, gas and water companies, &c. 

Corporations were instituted on a grand scale for special 
trading purposes by Royal charter or letters patent gene- 
rations ago, bilt it was not till the days of steam and it3 
application to the formation of RAILWAYS that the band- 
ing together of comparatively small amounts to produce 
large collective capitals became at all general. Few private 
individuals could find the capital to construct a large rail- 
way, and, even if they could, they would not care to 
undertake the risks of putting their whole capital in one 
venture. These are schemes which can only be taken up 
by a Government itself, as in some countries, or by 
associations formed with large capitals under State sanc- 
tion ; and, although we do not advocate governments 
taking upon themselves to do what can be as well, if not 
better done by the community, they should not go into 
the opposite extreme and allow the public money to be 
frittered away in undertakings which have no chances of 
success. A great mistake in this direction was made in 
the early days of our railways. Schemes, good, bad and 
doubtful, had to fight their way as best they could ; ruinous 
sums were paid as compensation to landowners, and com- 
panies running over practically the same ground as others 
were permitted to be started. It has been estimated that 
reckless expenditure of this kind has entailed a waste of 
capital of over fifty million pounds, that is, our railway 
system might have been constructed as efficiently for this 
much less than they actually cost The expenses of 
getting bills through Parliament are still very heavy, but 
nothing like what they used to be. Some idea of this 
initiatory expenditure may be gauged when it is known 
that the Parliamentary expenses alone in promoting the 
Brighton Railway came to about £SfiOO per mile, and 
of the Blackwall line nearly £i$fioo per mile, the average 
cost of the total construction of some lines being, under 
Cavourable circumstances, only £$,000 per mile; so that, to 
begin with, a railway is much hampered when its capital 
account is loaded by the untoward expenditure referred ta 
The solicitors' bill for the South-Eastem Railway is said 
to have covered 10,000/ folios, and to have amounted to 
;f 240,000. Parliament has since given greater attention to 
railway matters, a body of general railway law has grown 
up, the Board of Trade has a certain control over the 
companies, and a Parliamentary Committee sits from time 
to time when any new features call for introduction. The 
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returns, up to the end of 1882, show that 18457 n^Hes of 
railway are now open in Great Britain and Ireland. To 
give an idea of the vast capital employed in this branch of 
commerce, the amounts paid up in shares, loans and deben- 
tures of these lines total ;£^767,899,S70 ; and, after deduct- 
ing working expenditure from receipts, there was in 188 1 
A33,206,688 available for dividends. With such figures 
before us it is highly necessary that the Legislature should 
keep a watchful eye on all their operations, and ensure that 
the public, in these monopolies, are protected, both in the 
starting of joint-stock railway enterprises and in their 
regulation afterwards. 

Banking is another successful field for joint-stock enter- 
prise. Although there are 57 private banks in London- 
alone, besides 198 in England and Wales, their resources 
are outstripped by our joint-stock banks. Some of these 
were incorporated under Royal charter many years ago, 
but the greater number of them have sprung up of recent 
times as the exigencies of trade demanded. Although 
competition is great, the high dividends earned by most 
joint-stock banks show that the business is a lucrative one, 
when carried on with due care. Taking the accounts of 
124 home and colonial banks in London for 1881-82, the 
dividends average about 12 per cent., many of them giving 
20 per cent, some 25 per cent., and one as high as 33 J per 
cent. The Bank of England, incorporated in 1694, was 
the first joint-stock bank in England, and until 1834^ 
having exclusive privileges in the Metropolis, it was the 
only joint-stock bank in London. In that year the 
London and Westminster Bank was founded, and its 
success quickly brought The London Joint-Stock. 
Bank and others into the field as the commerce of the 
country developed and required additional facilities for its 
being efficiently carried on. The capital of the Bank of 
England was originally ;f 1,200,000; but, from the services 
which it rendered to the Government at various periods of 
its history, it received special privileges and facilities for 
handling the monies paid into and out of the Exchequer, 
and various additions were made to its capital, which now 
stands at ;£'i4,S 53,000. ' Into its details of management, 
however interesting, and the part it serves in regulating 
the distribution of our currency in coin and notes, and 
plays in what is known as the money market, it is not our 
province to enter. The total dividend paid to its share- 
holders for the year ending 5th October, 1882, was loi per 
cent., and its reserve fund was then ;£^3,090,249. 

There are altogether 120 joint-stock banks in England, ten 
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in Scotland, and nine in Ireland, besides over fifty British, 
colonial and foreign banks with offices in London, and the 
capitals of which are largely held in this country. Some 
idea of the volume of business carried on by these banks 
may be gleaned when we learn that their average deposits . 
are ;f 90,000,000, and that the 133 leading joint-stock, 
banks have a paid-up capital of about jf 90,000,000, with a^ 
reserve fund amounting to ;£'3 8,000,000, — total ;£'i28,ooo,ooo. 
Until the failure of the CiTY OF GLASGOW Bank, many 
of them were conducted on the principle of unlimited 
liability; but the pecuniary commitment to which share- . , 
holders, rendered themselves liable under that system was 
then laid bare, and most of our joint-stock banks have 
since taken advantage of the Act. empowering them to 
adopt limited liability ^ and are now so registered. But, in 
banks empowered to issue notes, the liability of members 
is still unlimited to the extent of this issue. Instances have 
occurred, but they are rare, of promoters directing their 
skill to the floating of spurious joint-stock banks ; this is 
reserved especially for the smaller fry of public companies. 
Owing to the careful management of our banks and their 
excellent machinery, it is seldom that we hear of decided . 
failure in this department of joint-stock enterprise, and. 
the capital uncalled up, and their large reserves, together 
with the publicity of their accounts, give the public every . . 
confidence in them. When a break-up does occur, the, 
shock, however, is correspondingly heavy. 

Insurance and Assurance companies now exist for 

every description of risk, — LifeyFire^ ciea, Cattle; Accidents 
to human beings, to boilers, plate-glass, &c., &c. Then, . 
there are Guarantee Associations and other corporate 
bodies, in all of which immense amounts of the country's 
savings are locked up. Some of these are on the Mutual^ 
principle, wherein the members assured reap all the benefits 
and profits ; others are Proprietary^ where the profits go 
mainly to those having shares in the companies. Some 
are registered under the Companies Acts, others are not. 
The total annuities and assets of the various LIFE offices 
alone amount to something like ;f 155,000,000; their . 
incomes from premiums and interest on investments to. 
;£'2opoo,ooo per annum, and the claims paid during the, , 
same period aggregate ;^io,500,ooo. 

The amounts of the risks taken by FiRE and MARINE . 
Insurance Companies cannot be estimated with any degree . 
of certainty, insurances sometimes being effected for terijis, 
of a few weeks or months, as circumstances demand, and . 
varying also according to the time of year. The returns of . . 
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the leading companies show that 1882 has not been so 
successful as during the few previous years, their losses 
having been exceptionally heavy. 

The monopolies created by Act of Parliament ^ for Gas 
and Water Supply also absorb much capital. When 
these are in the hands of Local Boards and Corporations, 
and managed in that way for the benefit of the towns and 
cities where they are at work, they perform good service, 
and the municipal loans by which they raise their capital 
are favourite stocks for investment. Very different, how- 
ever, when they get, as in London, into the hands of 
private companies, which administer them solely with the 
view to profit. Like all monopolists they seem to treat 
their consumers as they please, and, instead of listening to 
their complaints, cut off their supplies of >j'ater and gas. 
When a company is started to supply a public want, and 
that a necessary of life, and, by a fortunate combination of 
circumstances which no one could foresee (such as a great 
increase of population) their property is enhanced beyond 
their highest expectations, some portion of this enhance- 
ment should be shared with those who produce it. Instead 
of all the increased value being devoted to increased 
dividends, a part should be apportioned to reduce the rates 
for the commodity supplied, and an equable system of 
charging made according to what is consumed, and not, as 
in the case of water, on the gross rental of property. As 
public Acts of Parliament are amended, so also should 
private Acts when the necessity arises. The dividends of 
gas companies are now mostly limited to 10 per cent, the 
balance to be devoted to decreased rates ; and special 
attention was paid to the enfranchisement of the public 
from further monopolies when the recent Electric Lighting 
Bill was framed. A r^sumi given in the chapter on 
statistics will show how much capital is invested in the 
principal Gas and Water Supply Companies, and also in 
Telegraph and Telephone undertakings. 

There are other associations which, although not classed » 
as joint-stock companies, are the result of combinations 
of capital, and are registered under kindred acts. Some 
have for their object the payments of certain sums to their 
members in cases of sickness, or to their relatives in 
case of death, and are called Provident, Benefit, and 
Friendly Societies. Many of them were founded on 
wrong principles, and often came to grief, until a searching 
Government examination was made into their methods of 
working, and now they are properly looked after and 
must be registered under the Friendly Societies Acts. The 
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leading societies of this kind are the Oddfellows* Fund 
(Manchester Unity), with accumulated funds totalling 
jf 5,292,000, and the Ancient Order of Foresters with 
about ;£'3,ooo,ooo. There still remain to be mentioned 
Building and Loan Societies, Permanent and Termin- 
dbhy many of which are productive of beneficial results to 
the poorer and middle classes, but some require careful 
investigation before^investments are made in them. 

With the vast sums of money invested in BRITISH 

Funds, Home and Foreign Stocks, Colonial Govern- 
ment Securities and Bonds, we have nothing to do 
here. Much capital has been recklessly squandered in 
foreign investments so-calledy to rotten States which occa- 
sionally repudiate their liabilities, and then both interest 
and capital are lost. The monies attracted to those fields 
are set down in the tables throughout the pages devoted 
to statistics ; but, as our concern is with joint-stock enter- 
prise, it is unnecessary here to do more than allude to 
matters which merely fringe on* our subject, and that only 
by way of comparison. 



CHAPTER Xin. 

statistical gleanings. 

*' Facts are diiels that winna ding.'' 

THE power of making figures palatable, or the study 
of them interesting and profitable, has only been 
given to a select few, — perhaps to an occasional Chancellor 
of the Exchequer when enabled to take something off the 
income-tax, or to the board of a joint-stock company when 
it is in the happy position of being able to declare a 
dividend, which, in certain companies already discussed, 
would be purely accidental, and productive of astonish- 
ment even to the directors themselves. 

At the outset of a company's career figures, in the hands 
of a skilful accountant, or manipulated by ingenious pro- 
moters, may be employed to prove ever so much or ever 
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so little, which might be adduced as a reason for our 
refraining from their introduction here. Still, we have the 
example of the Board of Trade and the Statistical Society 
as precedents in endeavouring to derive some lessons from 
the figures we are able to put before our readers, which are 
brought up to the latest date, and are reliable, so far as 
reliance can be placed on anything terrestrial. 

Our endeavour here is to place on record, in as succinct 
and faithful a way as may be, some details of the number 
of joint- stock companies which have been floated since the 
operation of the Acts of 1862 and 1867, with the enormous 
sums which are raised under these statutes, and to contrast 
them side by side with some of the other leading items of 
the country's invested capital and savings. The first table 
we would direct attention to shows the total number of 
joint-stock companies registered in each year from 1862 
in Great Britain and Ireland, from which it will be seen 
that there are, in all, about 19,833, with a total nominal 
capital of ;£^2 ,365, 300,000, or three times the amount of 
THE National Debt. The average capital is, therefore, 
say, ;^ 1 20,000 for each company. An examination of the 
table will show that advantage was largely taken of the 
new laws during the first three and a half years of their 
operation, that in 1866 a vast falling-off occurred, while in 
1867-1870 the number and capital of the companies re- 
gistered (for the ;f 100,000,000 capital of 1869 must be left 
out of account) only attained comparatively low figures. 
During the next five years, 1 871-1875, — which were years 
of prosperity in trade generally, — a rich harvest was reaped 
by promoters, whilst in 1 876-1 879 dulness seems to have 
permeated their movements. Since then, however, they 
have amply redeemed their character as anglers for 
capital : — 
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The yearly Government returns are carefully tabulated 
according to the details furnished to them, but the absence 
of information to assist in filling up the columns which 
are meant to show {a) " Number of shares taken," {b) 
" Amount of calls made on each share," {c) " Total 
amount of calls received," (d) " Number of shareholders in 
company at date of last return," and {e) " Whether still in 
operation or being wound up," bear evidence to a certain 
amount of looseness on the part of officials of the various 
companies in complying with the Acts of Parliament regu- 
lating this business. Too many of these columns simply 
contain the laconic remarks : " No return," " No informa- 
tion," " Supposed to be still in operation." Of the total 
number of 19,833 companies, about 285 (equal to ij per 
cent.) are " Unlimited," 325 (if per cent.) are "Limited by 
guarantee," and 150 (or less than i percent.) are "Mutual," 
and the capital of the mutual companies not being ascer- 
tainable is, of course, not included in the ;^2,365,3OO,O0O. 
During the past three years, — 1 880-1 882 inclusive, — forty- 
four unlimited companies, mostly banks, and representing 
a share capital aggregating;^ 13 1,400,000, have been re- 
registered as " Limited." 

We do not itiean it to be inferred that anything like this 
enormous nominal capital of two thousand three hundred 
millions was ever got together ; for, to judge by the foot- 
note, it is one thing to register the capital, and quite an- 
other to obtain it. Until this can be known, and also how 
many have been wound up, it is impossible to say accur- 
ately what portion of it has been lost or squandered, and 
how much is still intact and paying dividends. Only a 
statement showing this clearly could indicate how many 
out of the 19,833 companies have carried out the intentions 
of their promoters, or rather the expectations of the share- 
holders. A Parliamentary return was called for in 1868, 
prepared and laid before the House in the following year, 
which attempted to show this, the information being 
obtained from the courts where the liquidations had taken 
place. But as winding-up orders had never been filed for 
many companies that were hopelessly insolvent, and 
owing also to the difficulty the authorities experienced in 
getting full materials from liquidators so far as related 
to the columns denoting "paid-up capital so far as 
known," " amount of liabilities at date of winding-up order," 
and "expenses of winding up," however instructive a 
perusal of the list, so far as it demonstrates the abortive 
attempts to manufacture business, little trustworthy 
reliance caii be placed on the figures themselves. If auy 
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conclusions can be gathered from a summary of this return^ 
showing in a faint way the result of the first five years' 
(1862- 1 867) application of the Acts, when contrasted 
with the number registered up to the end of 1867, the 
reader is welcome to draw them for himself. 

General Summary to 1868 Return. 

Number of Companies liquidating 480 

C Nominal Capital ;^X38,654,273 

(. Number givmg returns 419 

f Paid-up Capital ;C24,348,027 

t Number givuig returns 38a 

^Liabilities .. .. ;^74,483,42x 

C Number giving returns 357 

y Expenses of wmding up, so far as ascertained ;^3o^385 

\ Number giving returns 307 

Note made by Chief Clerks to Master of the Rolls : — " This return is 
" compiled entirely from materials supplied by the voluntary and official 
'* liquidators, who alone are responsible for its accuracy. We desire par- 
" ticularly to call attention to the column headed * Expenses of winding up/ 
" upon which, in our opinion, no reliance can be placed. In voluntary 
" liquidations, these are paid without the intervention of the Court ; and in 
compulsory liquidations they are paid, from time to time, at such periods as 
the Court, in the circumstances in each particular case, may think expe- 
dient. Until the conclusion of the liquidation, no trustworthy statement 
of the expenses can be made.'* 

It will be seen from the above that, of the 480 companies 
said to be in course of winding up, only 419 have given a 
return of their nominal capital, and 382 of their paid-up 
capital. It will be noticed further that the liabilities of the 
357 which have given information are jf 50,000,000 more 
tihan the paid-up capital of the 382, showing that they have 
somehow managed to fall into debt to a very serious ex- 
tent during these five years. With innate modesty, only 
207 liquidators of these 480 companies have forwarded 
details of the winding-up expenses ; and as only a small 
quota of these expenses could be estimated, the figures do 
not appear to have even got into the millions. This last 
column, it must be remembered, is strictly theoretical, and no 
doubt in practice those gentlemen got rid of their superflu- 
ous modesty. One interesting fact brought prominently to 
light is the tendency for a few men to shine in a particular 
branch of this business, proving, as soon as the law created 
a demand for liquidators, the supply was certain, and an 
almost new profession is the result The liquidators are, 
for the most part, accountants and solicitors, and in the 
1868 return the name of one individual occurs as liquidator 
for thirty different companies, another has over twenty^ and 
several have more than a dozen in hand. So that these 
failing enterprises, or enterprising failures, assuredly bring 
about some good — to the liquidators. This return, too, 
bristled with instances of how money may be got rid of 
when it becomes a superfluity; but we only adduce a 
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single case. The General Rolling Stock Company took 
" time by the forelock," and on 17th September, 1862, 
was registered with a nominal capital of ;£" 150,000. The 
paid-up capital is tabulated as ;£" 11,783, and the liabilities 
at no less than ;£" 593,792, besides disputed claims of 
;f 200,000. How the liabilities came to be in such over- 
whelming disproportion to the nominal and paid-up capital 
of the company we leave the liquidators to unravel, if they 
have not already done so. Whatever a rolling stone may 
do in the way of evading moss^ we can certainly rely on a 
Rolling Stock Company accomplishing a fair amount of 
such evasion. 

The following is the latest subdivision of securities dealt 
in on the London Stock Exchange, and the approximate 
total share capital, stocks, and debentures they repre- 
sent : — 



British Funds 

Corporation Stocks: — 

British 

Colonial & Foreign 
Colonial Government 

Securities 

Foreign Stocks : — 

Dividends payable 
in London 

Dividends payable 

abroad 

Railways :— 

Home 

Indian 

British Possessions 

Foreign 

American Bonds 

Banks 



;^87i,58i,ooo 

42,964,000 
i3»o35»ooo 

130,580,000 



831,507,000 

2,042,837,000 

658,113,000 

80,000,000 

51,616,000 

377,980,000 

307,640,000 

55,818,000 



Forward ...;^5,463, 671,000 



Forward ...j^S, 

Canals and Docks ... 

Commercial 

Financial, Land and 
Investment 

Gas and other Lights 

Insurance 

Ifon, Coal, & Copper 

Mines : — 

British 

Foreign & Colonial 

Shipping 

Tea and Coffee 

Telegraphs and Tele- 
phones 

Trams and Omni- 
buses 

Waterworks 



4631671,000 
33,156,000 
18,862,000 

33,coi,ooo 
21,843,000 
12,833,000 
13,409,000 

649,000 
20, 150,000 
10,748,000 

i,593,a» 
29,608,000 

6,448,000 
10,786,000 



;fS»677,257,ooo 



Of the above capitals, less than ;£'250,ooo,ooo fall under 
the operation of the Joint-Stock Companies Acts, so that 
of the ;6^2,36s,300,ooo nominal capital registered, one-tenth 
part only is considered of sufficient stability to obtain a 
quotation on the Stock Exchange, and become a saleable 
security. What becomes of the other nine-tenths? It 
would be hazardous to offer an opinion, save that some is 
the capital of private companies which do not desire a 
quotation. Many public companies, too, do not ask 
a quotation; besides, the majority of them have long 
been a " dead letter," and are past all influence of 
quotations. . 

Let us now examine for a moment the figures relating 
to Mines, taking first those at home, — ^and in British 
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Mines we exclude Coal and Iron Companies and Quarries. 
From the table (page 91) it will be seen that in the 
Stannaries (covering Devon and Cornwall) there have been 
registered during the past twenty-one years 453 companies, 
with a nominal capital of nearly ;£" 13,000,000, and, judging 
from the average of the past few years, it may be assumed 
that in other parts of the realm for the same period about 
700 have been promoted, with a capital of, say, ;£'20,ooo,ooo, 
and during the past three years the following have been 
registered in Great Britain and Ireland : — 



Metalliferous Mines, 1880 ... 54 Companies 

,, 180I ... 84 ,, 

,, 1882 ... 37 „ 

,, 1862-82, say, 1,153 „ 

Div.-paying Limited Mines, 1802 ... 14 ,, 






Nominal Capital. 



£ 
1,600,000 

4,360,000 

1,800,000 

34,000,000 

631,345 



Dividends 
Paid. 



50,450 



Now, looking at the dividend-paying companies in 1882, 
it is found that, excluding Cost Book Mines (which are 
not registered as joint-stock companies), there were onlyfour- 
teen mines which returned dividends equal to about 8 per 
cent, on their paid-up capital, leaving over 1,000 companies 
registered under the Companies Acts, with a nominal 
capital of ;;£'3 3,000,000, that gave no return, and represent 
a serious waste of capital. Put shortly, about one mining 
company in every eighty attains a dividend-paying state, 
and of every £^0 of capital registered, £\ ranks for a divi- 
dend, and £dfj bears no fioiit. It must, of course, be con- 
sidered that mining is a most speculative investment at 
the best, and that very many associations never get their 
capital together; but some insight can be had into this 
enormous diversion of capital, by perusing a statement 
which appeared in the Mining Journal early in 1883, 
prepared by Mr. Edward Ashmead, F.C. A, a gentleman 
who makes a careful study of mining enterprises. 
Alluding to this subject, he says : " Of late years, and 
more particularly since 1880, a great number of new 
mining companies for working British mines have been 
started. But, inasmuch as after the first announcement 
nothing is ever again heard of the majority, we may 
presume that they die an early natural death. Of the 
remainder, a very large number are started by their 
founders ostensibly for mining, but in reality for a large 
early return in the shape of purchase-money, or its 
equivalent,^-the sale in a forced and special market of 
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paid-up shares received for purchase. This accomplished, 
the mines, in most instances, from want of sufficient 
funds remaining for real work, collapse, and are again in 
the market for other people to purchase for a mere 
nothing, and re-sell to other new companies for some- 
thing considerable." In June, 1883, a list appeared in 
the Gazette of 107 Cornish mining companies, which, 
having terminated their careers, were about to be struck 
off the rolls of the Companies' Registration Office at Truro. 
Probably they may be revivified in time '^ under new 
management^' and bearing entirely different titles. As the 
principal transactions in home mines are conducted on 
the Exchanges of the mining districts, very few are quoted 
on the London Stock Exchange. 

Then, as to Foreign Mines. For the years 1 880-82, we 
note that the following concerns have been floated : — 





Companies. 

65 

... 99 

... 77 

say, 900 

1882. 26 


1, : 

Nominal Capital. 


Dividends Paid. 


Foreign Mines regd. in 1880 

1881 

1882 
„ „ 1862-82, 

Div. -paying Foreign Mines, 


8,800,000 
13,100,000 

8,550,000 
95,000,000 

9,600,000 

i»' — 


1,350,000 



About one company in every thirty-five pays ; £\ of every 
£\o invested seems to earn something, leaving over 870 
mines, with a registered nominal capital of about 
;^8 5, 000,000, which pay nil. The average dividends of 
the remunerative concerns in 1882 were 14 per cent, being 
I per cent, over what they earned in 1880, and \\ percent, 
over 1881 ; but it is as well to point out that this is only 
equivalent to less than i \ per cent en the total nominal 
capitals of all the companies registered. What proportion it 
bears to the actual paid-up capital, we have no means of 
ascertaining. Although those who are fortunate enough to 
be in the " paying concerns " get good dividends, so much 
depends on good fortune, that the average return on all 
capital invested in mining is not so high as in other 
commercial ventures, less attractive to a certain class of 
investors because promising less, but for this very reason 
more to be relied upon for a steady return. It will be 
noticed that not only have there been fewer foreign mining 
companies started, but that they pay their shareholders 
better, whether viewed in the proportion the capital earn- 
ing dividends bears to the total nominal capital, or in the 
rate per cent of those dividends. Space nowadays is 
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annihilated, and the home mining investment within easy- 
reach seems to be less worthy of support than the foreign 
mine. The very fact of its being abroad may make 
investors more wary before embarking in the enterprise, 
and cause promoters to be careful in getting all details 
and plans together before submitting their projects ; whilst 
promoters of home concerns, aware that the public go into 
them without much inquiry, being in the belief that no 
one would dare bring forward a scheme on the spot that 
would not bear strict investigation, are able to get some 
portion of their capital together by merely telling a 
plausible story, backed up by the opinions of men who for 
the time being are in their service. * When all has been 
considered, it would seem, as previously mentioned, that 
the best-paying niines are kept in the hands of the few 
and it is only when they become exhausted, or new ground 
is taken up whose richness is not definitely known, that 
the general public are invited to participate in the scheme. 
This accounts, in some measure, for the numerous failures 
in these enterprises. 

To give more prominence to the immensity of the 
interests involved in joint-stock enterprise, we subjoin a 
few figures by which to test the importance of its place in 
the commercial world. It is highly necessary, therefore, 
that any irregularities affecting its successful conduct 
should be carefully inquired into, and eradicated if at all 
possible. 
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CHAPTER XIV. 

SUGGESTED REFORMS. 
" Whate'er was done might have been better 'done.** 

IN a commercial country like ours, it is important that 
trade should be as free as possible, and, whether 
carried on as a public undertaking or by private firms, it 
should be left to follow the lines found from time to time 
best suited for its successful development. Both its incep- 
tion and progress should be unhampered by unnecessary 
Legislative enactments, which often fetter commercial 
pursuits while they bestow no corresponding advantages. 
Legislation as applied to trade should be protective only so 
far as to see that the operations of traders are such as may 
be carried on with benefit to themselves, whilst not to the 
detriment of the community ; that the relations established 
between principal and agent, buyer and seller, debtor and 
creditor, are attended with the least possible friction, 
and that, in cases of dispute, or in the event of failure, 
everything shall be settled, without unnecessary delay, in 
an equitable manner, and at a minimum of cost. 

But while legitimate business should be allowed to run in 
its own grooves, it is equally necessary that fraudulent 
schemes should be extremely difficult to start, and, if 
inadvertently promoted, that retaliation on the perpe- 
trators should be swift and strong. The statutes relating 
to joint-stock companies are among the most modern of 
our commercial laws, and, as it is a duty which the Govern- 
ment owes to its citizens, that they should be protected 
from one another, it must be laid down as a primary rule 
that in these public undertakings, dealing as they do with 
vast sums of money, those who start a public company 
should show not a distant possibility, but a reasonable 
probability of the fruitfulness of the schemes promulgated, 
as all capital expended without a proper object is not only 
a loss to individuals (and generally in this case to those 
who can ill afford it), but affects the prosperity of the 
country at large. 

The following seem to us to be the principal points calling 
for early reform, a few of which were anticipated by the Bill 
in charge of D. Chadwick, Esq., M.P., which passed a third 
reading in the House of Commons ; but, owing to want of 
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time to discuss its main features, did not then get through 
the Upper House : — 

I. That registration of a company should not take place 

simply as a matter of form, but be preceded by a pre- 
liminary investigation by the Board of Trade to see 
at least that the directors, promoters, engineers, and 
other oflicers really exist, and that they are acting in 
good faith. 

Sections 56 to 61 in Act of 1862 especially pro- 
vide that on one-fifth of the members of a com- 
pany "giving security for payment of costs of 
the inquiry *' and showing that they " are not 
" actuated by malicious motives in instituting the 
" same, an inspector will be appointed by the 
" Board of Trade to examine their affairs." This, 
however, does not take effect until the damage 
is done, and the promoters have gained their 
objects. 

II. That Section 6 be remodelled, and the carrying out of 

the original intention of the clause be provided for, 
which was to show who the directors and promoters 
are, and the extent of their interest in the under- 
taking. 

By a " legal fiction " the clause, " We, the seven 
*^ persons whose names and addresses are sub- 
" scribed, are desirous of being formed into 
" a company, in pursuance of this memorandum 
"of association,'* is invariably signed at present 
by seven unknown names of persons who sub- 
scribe one share each. 

III. That, before registration, directors and promoters be 
individually required to deposit an aggregate sum equal 
to a small percentage (say 2\ per cent.) of the total 
capital asked, as a guarantee of good faith. Also 
that at least one-half of the cash payments to be paid 
to promoters be set aside until the results of opera- 
tions show whether their charges were exorbitant, or 
the patent, or business, or mine disposed of, valueless. 
The same to be deposited at interest in a bank, and 
to be at the order of the Board of Trade until two 
years after the company was started, and to be for- 
feited to the niembers if any fraud is proved. 

IV. That Section 38 of Act of 1867 be so amended as 
to show clearly the responsibilities of directors and 
promoters ; that all directors be held liable for the 
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honesty of the company's transactions, and for false 
or misleading statements in the prospectus ; that im- 
portant facts suppressed be treated in the saipe way 
as points overstated, " sins of omission as well as sins 
of commission" ; and that Sections 165 to 169 of prin- 
cipal Act relating to criminal prosecution of directors 
for fraud be more rigorously enforced. 

(a) The leading points in all important agreements shall 
be stated, showing the amount promoters gave for a 
property originally, and what the company is to be 
charged for it. 

Q)) The amounts paid for brokerage, commission, and 
other promotion charges shall be fully detailed for the 
information of intending subscribers. 

(c) If prospectus states " so many shares already applied 
for," or " allotted," it shall be plainly stated how many 
have been actually subscribed for in cash, and how 
many allotted to promoters and their friends ; the 
sale of vendors' shares shall be prohibited until the 
company is in a dividend-paying position. 

(d) If interest be guaranteed for a time by the pro- 
moters, it shall be mentioned whether this really 

. means a reduction in or loading of capital to that 
extent. 

(e) As it is misleading to strike an average from in- 
finitesimal samples when assays of metals are made, 
upon which to found arguments of profits, it shall be 
clearly shown whether the produce or percentage of 
metal, /^r ton of ore, be really made from a shipment 
of mineral treated, a ton or cwt., or merely a few 
ounces, 

if) In reports of engineers, auditors, and others on 
which the prospectus is based, it should be seen 
that those are not supplied by the vendor and taken 
by the directors without verification by their own 
independent reports, and that no excuses made after- 
wards will free them from the offence of not exercising 
ordinary business care in this respect. Directors 
should be led to remember that they are trustees for 
the public and not agents for promoters. 

V. That no company shall be permitted to proceed to 
allotment unless two-thirds of the capital offered to 
the public was bond fide applied for, and that, after 
payments provided for promoters, the funds available 
will permit of the company's objects being carried on 
with some prospect of success. 
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VI. That, where the directors' remuneration is fixed by the 
articles of association (presumably prepared under the 
directors* instructions), it should be seen that the sum 
stated will not in a few years swallow up all the 
funds. 

As a scale of cumulative payments, according to 
the rate of dividends, may sometimes influence a 
declaration of higher dividends than the com- 
pany's position warrants, extra payments over 
the minimum might be very well left to the share- 
holders, as in good years they never grudge 
adequate remuneration. 

VII. That a director should not be permitted to serve on 
the boards of more than seven companies carrying on 
business concurrently. 

VIII. That when a blank occurs in the directorate the 
appointment shall not be filled up by the remaining 
directors but by the members, and that all directors 
resigning shall clearly explain their reasons at a public 
meeting of the company, and give security to appear 
and answer all charges when called upon. 

This rule is necessary, as at present, when any- 
thing goes wrong with a company, the directors 
gradually resign and others are appointed, so. that 
at the next general meeting the members meet 
an entirely new board, who are not responsible 
for the doings of the old, and those who brought 
them into trouble are lost sight of. 

IX. That the whole method of granting proxies be re- 
considered, so that directors, their nominees, and 
others be not allowed to override the results of dis- 
cussions entered into at the companies' meetings by 
those who, having attended, are best able to decide on 
the question discussed. 

There are some few other points, such as the preparation 
of balance-sheets and profit and loss statements, which 
should give fuller information than they usually do. Also 
the costs of liquidators, which it is now impossible to esti- 
mate, and the distribution of even small amounts during 
the progress of the liquidation ; but, as their services would 
not be much in vogue if care were taken in the first 
instance to nip in the bud the spurious concerns, and as 
our contention has been mainly with the evils of indis- 
criminate starting of companies, perhaps the instalment of 
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reforms suggested would be found sufficient to remedy the 
principal defects in the Acts and their administration. 

It may be contended that these regulations would inter- 
fere with joint-stock promoting. It is our intention that 
they should do so. But as no companies started on sound 
business principles to conduct legitimate trading object to 
their affairs being examined, but rather court inquiry, it is 
enough if their endeavours are not frustrated, which, we 
think, they would not be if such legislation were given 
effect to. • 

Although Salvation Army Bonds, the principal of which 
might not be definitely arranged to be repaid in this world, 
and only promising interest so long as they were able to 
pay it, could not rank as first-class securities, even they !;■ 

would be far preferable as an investment to four-fifths of \ 

the companies whichv have been promoted under the - 
Companies Acts. 

The tendency of commercial pursuits of this age, what 
with great competition and an easy-going business con- 
science, IS not so distinctly moral that we can allow to 
have full play the exercise of talents which are employed 
mainly in discovering, how loopholes may be found to 
evade Acts of Parliament intended to produce entirely 
different results. 
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I* Reason's whole pleasure, all the Joys of sense, ' * 

Lie in three words— Health, peace, and competence." — Pope. 

HEALTH has been established to supply a felt and growing demand for a 
weekly periodical which shall deal witli all matters relating to tKe 
preservation of health and the prevention of disease. It is a notable feature of 
our times that an increasing amount of attention is being paid by all classes to 
topics connected with health. It is with the hope and desire of encouraging and 
stimulating such an interest in sanitary matters that this Journal has been founded ; 
atid in this light it appears as a candidate for public favour and support. 
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WHERE TO EMIGRATE: 1 

A HANDY QUIDE TQ THE 

Domimon. of Canada, South. Africa, Australia, New Zealand, and all tlie 
Snglish. Qolonies, for intending Smlgronts, -with. Maps. 



OPINIONS OF THK > PRKSS. 

'' Contains a large amount of practical information relating to Canada, Australia, New 
Zealand, and South Africa. Maps of the countries accompany the descriptions, and the cost of 
the passage out is given in each case. "— /?« //^ Chrotiicle. 

** An excellent handbook for intending emigrants, giving authentic information as to the 
labour requirements, wages, climate, and cost of living, in the various fields for emigration."-; — 
Sussex Daily Ne^vs.  ' ' 

** We are quite satisfied the author has spared no pains to make his work correct. ... He , 
confines himself strictly to facts, and his book contains much valuable information in little- room."^ 
— Sheffield Daily Telegraph, 

**WilI be found very useful to those interested in the questions, Who should emigrate, where 
to emigrate, and the price of labour and living in the various countries." — South Wales Daily 
Telegram. 

** Convenient, compact, and cheap, this manual is one which we can speak of favourably,"—^ 
Queen. 

"Of unc^uestionable utility, and may be commended to every intelligent reader, wbethtt: 
a possible emigrant or not." — British Mail. 

" Will afford good service to those who contemplate emigration." — European Mail. 

^ *' We may safely say that any one elbowed out of the race of life in the mother-country, and 
desirous of finding a home where willing hands are appreciated, should consult this book,"^- 
Fumitnre Gazette. - , - 

" The writer seems to know his subject well, and he writes clearly, ,  ; This little book, 
published at two shillings, ought to be successful." — Lloyd's Weekly, - ' 

" ' A better guide to intending emigrants than this concise epitome of all necessary informa- 
tion can scarcely be conceived. ... By procuring this little book and studying it, any one 
may be able to form a correct judgment of the country best suited to settle in." — Land and Water. 

*' Will aftbrd good service to those who contemplate emigration, and who like other guidej& 
than official bluebooks." — BvokscUer. 

* Supplies to the intending emigrant every information he is likely to require." — Liverpool 
Albion. 

"What has been a great need to thousands is here admirably %\x^^X\^^."— Warrington. 
Guardian. 

" Every phase of emigrant life is dealt with clearly and concisely ; several full-page maps and 
other references making clearness still more clear. Intending emigrants should obtain this im- 
portant volume before deciding as to how and where they shall seek a new home." — Northern 
Standard. 

.' ^ "In these bad times many enterprising men will be seeking homes in 'Greater Britain,' and 
this, carefully compiled little volunie will be found extremely useful in assisting them to pitcli 
upon the locality best suited to their wants and wishes." — Southampton Observer. 
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